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Dear  Fellow  Citizen: 

I  am  pleased  to  present  you  with  this  Economic  Development  Program  for 
Massachusetts. 

The  purpose  of  this  document  is  to  establish  a  common  framework  in 
which  to  view  the  Commonwealth's  economic  problems,  and  to  encourage  under- 
standing of  and  support  for  the  policies  and  programs  which  best  respond  to 
these  problems. 

It  is  important  to  point  out  that  this  program  focuses  on  what  state 
government  can  and  must  do  to  spur  economic  growth.  As  such,  it  does  not 
deal  extensively  with  the  important  roles  of  the  Federal  Government  and 
the  private  sector,  although  cooperation  and  assistance  from  both  is  essen- 
tial. 

Federal  regulatory  decisions  and  federal  facility  investments  profoundly 
influence  the  level  of  economic  activity  in  Massachusetts.  We  need  look  only 
to  the  powers  of  the  Federal  Reserve  System  and  the  White  House  in  controlling 
monetary  and  fiscal  policies,  and  of  the  Department  of  Defense  in  closing 
military  bases  and  channelling  research  and  development  dollars,  to  appreci- 
ate the  need  for  strongly  supportive  federal  policies  and  programs.  Moreover, 
major  changes  in  federal  policies  with  regard  to  full  employment,  national 
health  insurance,  and  welfare  reform  would  dramatically  improve  the  prospects 
for  economic  growth  in  Massachusetts.  In  this  light.  Lieutenant  Governor 
O'Neill's  Office  of  Federal-State  Relations  takes  on  critical  importance  in 
its  already  successful  effort  to  influence  national  decision-making  as  it 
relates  to  the  Commonwealth's  economic  interests. 

Assuming  complementary  federal  actions  and  a  state  government  which  is 
sensitive  to  the  need  for  economic  development,  little  can  be  achieved  with- 
out the  leadership  of  the  private  sector.  New,  well-paying  jobs  will  almost 
exclusively  depend  upon  the  ability  and  willingness  of  private  entrepreneurs 
and  institutions  to  invest  in  Massachusetts. 

Everyone  has  a  stake  in  the  economy  of  Massachusetts--business,  labor, 
and  government.  Consequently,  in  the  weeks  and  months  ahead,  we  must  pro- 
gress from  dwelling  on  the  symptoms  and  causes  of  the  state's  economic  pro- 
blems to  collaborative  ventures  to  strengthen  the  foundation  on  which  econo- 
mic prosperity  can  be  achieved  in  the  future. 


This  program  is  primarily  the  work  of  my  Development  Cabinet,  consisting 
of  Lieutenant  Governor  O'Neill,  Secretaries  Smith,  Salvucci,  Murphy,  Flynn, 
and  Sullivan,  and  State  Planning  Director  Keefe,  serving  as  Chairman. 

Many  individuals  outside  state  government  have  assisted  the  Develop- 
ment Cabinet  in  the  revision  of  earlier  drafts  of  this  program,  including 
members  of  the  Local  Government  Advisory  Committee,  the  Task  Force  on  Capital 
Formation,  and  many  prominent  business  and  labor  leaders. 

Because  policies  should  always  change  with  new  information  and  better 
ideas,  I  urge  you  to  consider  this  a  working  document— a  document  that  will 
assist  you  in  considering  the  state's  economic  predicament  and  in  partici- 
pating with  us  in  initiatives  to  stimulate  new  economic  vitality.  Please 
write  Frank  Keefe  (Office  of  State  Planning,  One  Ashburton  Place,  Room  2101, 
Boston,  MA  02108)  if  you  have  suggestions  on  how  we  might  improve  upon  this 
program.  In  addition,  opportunities  for  commenting  on  the  program  will  be 
afforded  through  an  on-going  serij^  of   economic  development  conferences 
to  be  held  across  the  state  in  ofiwBiq  months. 
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Sect  ion  1 
Introduction 


Economic  Goals :  More  Jobs  and 
Higher  Incomes 


The  single  most  important  task  facing  Massachusetts  today  is  the  revi- 
talization  of  the  state's  economy. 

For  too  long  the  critical  importance  of  a  healthy  economy  has  gone  unre- 
cognized in  Massachusetts,  in  spite  of  the  simple  truth  that  satisfaction 
of  the  basic  needs  and  worthwhile  aspirations  of  the  Commonwealth's  residents 
depends  upon  good  jobs  and  growing  incomes. 

Massachusetts  cannot  afford  to  take  a  neutral  or  negative  posture  with 
regard  to  economic  growth.  Instead,  we  must  aggressively  seize  opportunities 
for  new  economic  activity  and  promote  a  better  overall  "climate"  in  which  to 
do  business  and  make  investments. 

Anything  short  of  this  would  be  irresponsible.  Not  only  are  far  too  many 
people  unemployed  right  now,  but  the  best  available  estimates  show  that  popu- 
lation should  increase  in  Massachusetts  by  one  million  by  the  year  2000. 
Since  the  baby  boom  generation  is  now  beginning  to  reach  age  30,  the  rate  of 
household  formation  over  the  next  20  years  will  be  twice  that  of  the  previous 
two  decades.  As  such,  significantly  more  young  families  will  be  in  need  of 
good,  stable  jobs  in  order  to  achieve  an  adequate  standard  of  living.  If  new, 
well-paying  jobs  are  not  created  in  large  numbers,  the  consequences  for  Massa- 
chusetts are  clear:  increased  poverty,  increased  dependence  on  welfare,  in- 
creased crime,  increased  urban  deterioration,  decreased  capacity  of  state  and 
local  government  to  cope  with  all  these  problems,  and  increased  migration  out 
of  state,  perhaps  at  unprecedented  levels. 
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What  Massachusetts  needs  is  a  vigorous  economic  development  program  to 
bring  balance  to  the  social  programs  of  the  Sixties  and  the  environmental 
programs  of  the  early  Seventies.  We  must  acknowledge  that  more  jobs  and 
higher  incomes  are  prerequisites  to  the  improvement  of  public  welfare  and 
the  enjoyment  of  our  rich  natural  and  man-made  environment. 

The  ultimate  goals  of  this  program  are  clear  and  simple--more  jobs 
and  higher  incomes  for  the  residents  and  businesses  of  the  Commonwealth. 


Our  Economic  Condition 


Due  to  years  of  indifference  and  neglect,  the  Massachusetts  economy-- 
together  with  the  entire  New  England  economy--has  failed  to  keep  pace  with 
national  economic  trends.  Until  this  year,  important  measures  of  our  state's 
economic  performance,  including  our  rate  of  employment  growth  and  rate  of 
income  growth,  have  deteriorated  in  comparison  to  national  levels.  Housing 
starts  have  fallen  in  relation  to  other  sections  of  the  country;  state  and 
local  taxes  have  increased;  and  public  assistance  costs  have  escalated. 

Yet  these  are  symptoms,  not  the  fundamental  causes,  of  the  Commonwealth's 
economic  problems. 

To  a  wery   large  extent,  these  symptoms  are  a  reflection  of  the  two  reces- 
sions experienced  nationwide  in  1970-71  and  1975.  But  these  national  reces- 
sions, as  severe  as  they  were,  do  not  alone  provide  an  adequate  explanation  of 
why  Massachusetts  has  suffered  more  than  the  nation  as  a  whole. 

Since  the  Massachusetts  economy  is  about  average  among  the  states  in  its 
sensitivity  to  the  ups  and  downs  of  the  nation's  business  cycle,  we  must  look 
closer  to  home  to  find  the  causes  of  the  state's  relatively  poor  economic 
record.  The  true  causes  can  be  found  in  the  character  and  structure  of  the 
state's  complex  economy,  placing  Massachusetts  in  a  disadvantageous  position 
relative  to  other  states  and  sections  of  the  country. 

First,  the  high  costs  of  energy--gas,  oil,  and  electricity--and  the  costs 
of  shipping  products  to  and  through  Massachusetts  make  it  difficult  to  sustain 
and  expand  the  state's  manufacturing  base.  Second,  the  rise  of  research  and 
development  firms  has  been  both  a  salvation  for  and  a  weakness  in  the  state's 
economy.  While  these  firms  helped  to  fill  the  void  left  by  migrating  textile 
and  leather  goods  firms,  their  fragility  became  obvious  in  the  late  Sixties 
and  early  Seventies  as  defense  and  space  program  funds  were  reduced  drastically 
moving  the  Massachusetts  unemployment  rate  beyond  the  national  unemployment 
rate.  Third,  the  increasing  costs  of  state  and  local  government  have  placed 
an  added  burden  on  firms  wishing  to  expand  in,  relocate  to,  or  simply  continue 


operation  in  Massachusetts.  And  fourth,  the  demand  for  jobs  in  Massachusetts 
is  much  higher  than  the  national  average.  The  rate  of  participation  in  the 
Massachusetts  labor  force  is  64.7  percent,  a  full  3.5  percent  higher  than  the 
national  average.   If  Massachusetts  had  a  "labor  force  participation  rate" 
equal  to  the  nation's,  the  state's  unemployment  rate  would  have  been  closer  to 
6  percent  than  above  11  percent  in  1975.  This  high  labor  force  participation 
rate  is  the  result  of  two  factors.  First,  there  is  the  higher  cost  of  living 
in  Massachusetts,  which  forces  more  people  into  the  labor  force.  And  second, 
while  Massachusetts  has  led  the  country  in  the  expansion  of  service-oriented 
jobs  to  replace  its  diminished  manufacturing  base,  these  new  jobs  quite  often 
pay  lower  wages,  which  encourages  households  to  send  more  than  one  member  into 
the  labor  force  in  order  to  maintain  an  adequate  standard  of  living. 

Labor  Force  Parllclpallonnate'Total 


Prospects  for  the  Future 


Reports  of  the  impending  demise  of  the  Massachusetts'  economy,  however, 
are  greatly  exaggerated.  In  spite  of  serious  structural  problems  in  our 
economy,  there  is  reason  for  optimism. 


Recently,  the  Massachusetts  economy  has  picked  up  substantial ly--so  much 
so  that  our  rate  of  economic  recovery,  as  measured  by  declining  unemployment 
rates,  is  better  than  the  nation  as  a  whole.  Thus,  the  Massachusetts  economy 
has  weathered  the  energy  crisis  of  1973-74  and  the  1975  recession  more  suc- 
cessfully than  was  apparent  a  few  short  months  ago. 
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Total  employment  of  Massachusetts  residents  has  risen  over  36,000  in  the 
last  year.  Personal  incomes  are  increasing.  Moreover,  state  expenditures  as 
a  percentage  of  gross  state  product  has  leveled  off  and  actually  fallen  for 
the  first  time  in  years.  And  many  firms  have  announced  in-state  expansion 
plans. 


State  Expenditure  as  a  Percentage  of 
Gross  State  Product 
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In  addition,  Massachusetts  has  substantial  attributes  as  a  place  in  which 
to  do  business.  Central  among  these  are  a  skilled  and  productive  labor  force; 
educational  and  cultural  resources  that  are  difficult  to  match;  a  natural  and 
man-made  environment  which  makes  Massachusetts  an  attractive  place  in  which  to 
live  and  work;  and  an  excellent  highway,  mass  transit,  and  air  and  seaport 
system. 

Perhaps  most  important  of  all,  there  is  a  new  appreciation  by  state  and 
local  government,  the  media,  and  the  business  and  labor  communities  that  the 
state's  economy  will  not  and  cannot  attend  to  itself  or  be  attended  to  by 
the  Federal  Government.   Instead,  a  comprehensive  economic  development  pro- 
gram for  the  state  must  be  vigorously  pursued  as  a  major  responsibility  of 
both  the  public  and  private  sectors  within  Massachusetts. 


What  State  Government  Can  Do 


Many  observers  point  to  the  limited  capacity  of  state  government  to  im- 
prove its  economic  position.  Before  describing  what  a  state  can  do,  it  is 
important  to  understand  what  it  cannot  do.  Economic  cycles,  inflation,  and 
long-term  secular  trends  across  the  nation  are  beyond  the  capacity  of  state 
government  to  influence  substantially.  Natural  advantages  and  disadvantages, 
such  as  climate,  geographic  location,  and  natural  resources  cannot  be  altered 
by  state  decision-makers.  The  Federal  Government  exercises  the  most  signifi- 
cant policy  options  over  money  supply,  interest  rates,  taxes,  and  public  works 
programs  as  well  as  exercising  regulatory  responsibilities  over  such  things  as 
energy  prices  and  environmental  standards.  And,  finally,  the  vast  majority  of 
new  jobs  will  be  generated  by  the  private  sector  and  not  by  government. 

In  the  past,  the  awareness  of  these  limitations  has  discouraged  state 
government  from  undertaking  a  broader  economic  development  program.  It  is 
clear  today,  however,  that  a  handful  of  tax  incentives  and  an  advertising 
campaign  will  not  suffice  as  the  only  components  of  the  Commonwealth's  econo- 
mic development  effort.  Since  most  of  the  major  decisions  made  every  day  by 
state  government  have  economic  consequences,  and  since  the  structural  obstacles 
to  economic  expansion  are  complex,  a  more  comprehensive  approach  to  the  state's 
economic  revitalization  is  warranted. 

There  are  three  essential  roles  that  state  government  can  play  to  improve 
the  Massachusetts  economy.  First,  as  protector  of  the  state's  competitive 

position  relative  to  other  states,  state  government  can  encourage  federal 
policies  which  do  not  adversely  affect  the  state's  economic  position  and 


which  minimize  the  state's  natural  and  locational  disadvantages,  and  can  pro- 
vide incentives  for  sound  growth  and  development  comparable  to  other  states. 
Second,  as  a  catalyst  to  development,  state  government  can  offer  tax  incen- 
tives for  new,  growth-oriented  industries,  flexible  financing  options  for  new 
and  expanding  firms,  public  improvements  to  accommodate  development  in  key 
locations,  and  well -developed  education  and  manpower  training  programs  that 
provide  a  ready  and  willing  labor  force  for  anticipated  jobs.  And  third,  as 
manager  of  its  own  service  delivery,  facility  development,  and  regulatory 
responsibilities,  state  government  can  create  a  climate  in  which  there  is  a 
reasonable  degree  of  confidence  on  the  part  of  the  private  sector  and  the 
public-at-large  in  the  fiscal  stability  and  administrative  capacity  of  state 
government. 

In  this  context,  much  can  be  done  within  the  full  scope  of  state  govern- 
ment's activities  to  put  Massachusetts  back  on  a  firm  economic  foundation. 

The  economic  development  program  that  follows  sets  forth  the  basic  pro- 
blems and  takes  advantage  of  the  most  attractive  opportunities  within  our 
state's  economy.  The  policies  and  initiatives  described  in  this  program  are 
directed  at  three  objectives: 

0  State  government  must  assist  in  the  stabilization  and,  where  possible, 
the  reduction  of  the  costs,  and  the  increase  of  convenience,  of  doing 
business  relative  to  other  states 

0  State  government  must  assist  in  the  identification  and  encouragement 
of  key  investment  opportunities  in  various  areas  and  industries  in 
the  Commonwealth 

0  State  government  must  better  manage  its  own  activities  and  functions 
if  an  attractive  climate  for  investment  and  expansion  is  to  be  provided 


Sect  ion  2 _^ 

The  Costs  of  Doing  Business 
in  IVIassachusetts 


Energy 


Comparatively  high  energy  costs  are  a  serious  impediment  to  economic  expan- 
sion in  Massachusetts.   In  1975,  this  state  had  the  second  highest  electricity 
rates  in  the  country,  and  its  overall  energy  costs  were  nearly  50  percent  higher 
than  the  national  average.  Undeniably  these  high  energy  costs  burden  Massachu- 
setts' consumers  and  place  the  Commonwealth  at  a  disadvantage  in  trying  to  re- 
tain its  existing  economic  base  and  in  competing  with  other  states  for  new 
jobs  and  industries. 

A  primary  cause  of  Massachusetts'  high  energy  costs  is  the  state's  heavy 
dependence  on  oil--especially  residual  or  industrial  oil.  Although  the  price  of 
oil  has  quadrupled  since  the  OPEC  embargo  in  November  of  1973,  Massachusetts 
still  is  more  than  80  percent  dependent  upon  oil  and  its  by-products  for  energy. 
Massachusetts  consumers  spend  some  $2.5  billion  a  year  to  support  this  oil  de- 
pendency, at  least  $1  billion  of  which  flows  out  of  the  state  and  is  lost  to  the 
Commonwealth's  economy.  States  in  other  regions  of  the  country  are  less  depen- 
dent on  foreign  oil  because  they  have  better  access  to  natural  gas--the  price  of 
which  is  federally  regulated  at  about  one-third  that  of  the  fuel  oil  burned  by 
industries  and  utilities  in  Massachusetts.  In  addition,  the  Commonwealth's 
position  at  the  end  of  the  country's  supply  pipelines  results  in  significantly 
higher  transportation  costs  for  such  basic  fuels  as  oil,  gas,  and  coal. 

Clearly,  the  Commonwealth's  energy  problems  cannot  be  solved  by  state  govern- 
ment alone.  National  and  international  forces  beyond  our  power  to  control  are  at 
work.  However,  state  government  can  help  to  stabilize  the  Commonwealth's  energy 
costs  and  bring  them  more  into  line  with  those  of  other  states  by  practicing  and 
promoting: 

0  Energy  savings  and  efficiency 

0  Sensitive,  equitable  regulation  of  energy  facilities,  supplies,  and 
rates  at  both  the  state  and  federal  levels 

0  Development  of  a  more  diverse  energy  base  in  Massachusetts 

This  three-point  energy  program  is  presented  in  more  detail  below. 


Energy  Savings  and  Efficiency 


An  aggressive  program  to  increase  energy  savings  and  energy  efficiency  can 
help  to  stabilize  Massachusetts'  energy  costs,  improve  the  state's  comparative 
economic  position,  and  stimulate  the  economy  of  the  state.  Reducing  expenditures 
on  imported  fuels  will  retain  money  within  the  state,  and  reducing  the  need  for 
new  energy  facilities  will  free  capital  and  income  for  other  needs. 

On  the  level  of  an  individual  firm  or  household,  energy  efficiency  presents 
a  high-yield  investment.  The  ability  to  cut  back  on  energy  consumption  without 
adversely  affecting  comfort,  productivity,  and  profitability  is  an  important 
concern.  To  promote  these  kinds  of  improvements,  state  government  is  actively 
disseminating  information  on  energy-saving  techniques  to  residential,  industrial, 
and  commercial  users.  In  addition,  assistance  is  being  offered  to  municipal 
officials.  Particular  areas  of  concern  are  greater  efficiency  of  heating,  ven- 
tilating, and  air  conditioning  systems,  and  better  insulation  techniques. 

Energy  efficiency  also  can  create  a  large  number  of  jobs  for  the  Commonwealth 
Already  a  number  of  firms  have  been  established  to  provide  consultant  services  to 
industries  and  businesses  to  help  them  reduce  energy  usage.  The  potential  for 
further  job  development  is  large,  especially  in  the  area  of  building  trades,  as 
homeowners  and  businessmen  seek  to  make  energy  efficiency  improvements  in  their 
residences  or  offices.  The  Project  Conserve  program  recently  run  by  the  state 
presents  evidence  of  a  great  number  of  homes  in  need  of  insulation,  storm  win- 
dows, and  weatherstripping.  Purchase  and  installation  of  this  kind  of  equip- 
ment is  cost-effective  for  most  homes  and  provides  an  additional  stimulus  to 
distributors  and  contractors. 

State  government  has  taken  a  lead  in  energy  conservation  by  instituting  a 
program  to  cut  overall  consuption  by  20  percent  within  state  government.  This 
effort,  combined  with  information  programs  and  the  economic  incentives  of  energy 
efficiency,  presents  a  strong  policy  direction  for  the  state.  Until  such  time 
as  alternative  energy  sources  are  developed,  programs  of  energy  efficiency  will 
be  among  the  few  means  at  the  state's  disposal  to  preserve  environmental  re- 
sources and  promote  economic  development  while  stabilizing  energy  costs. 

Energy  efficiency  can  result  from  more  efficient  production  of  energy  as 
well  as  from  its  more  efficient  consumption.  Total  energy  systems,  installations 
which  use  the  waste  heat  of  electricity  production  for  space  heating,  water  heat- 
ing, or  industrial  processes,  are  an  example  of  highly  efficient  energy  systems. 
Total  energy  systems  can  operate  at  an  energy  efficiency  rate  of  70  to  80  percent, 
compared  with  a  conventional  plant's  rate  of  slightly  over  30  precent.  The  use 
of  this  kind  of  a  system  on  a  decentralized  basis  throughout  a  utility  service 
area  could  result  in  a  higher  overall  efficiency  of  power  generation  and  a  con- 
comitant reduction  in  consumption  of  primary  fuels.  The  widespread  use  of 
total  energy  systems  will  depend  on  regulatory  initiatives  and  cooperation  from 
the  region's  electric  utilities.  The  systems  are  widely  used  in  Europe  and 
have  been  shown  to  be  practicable  and  highly  efficient.  The  construction  of 
these  systems  requires  much  the  same  type  of  labor  as  does  a  single  large  power 
plant. 
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Regulation 


An  increasingly  complex  and  important  factor  affecting  the  Massachusetts 
energy  scene  is  the  regulation  of  energy  facilities  and  rates  by  state  and 
federal  government.  The  Commonwealth's  primary  energy  regulatory  bodies  are 
the  Energy  Facilities  Siting  Council  and  the  Department  of  Public  Utilities. 
The  Siting  Council  works  with  other  state  agencies  and  with  private  electric, 
gas,  and  oil  companies  "to  provide  a  necessary  energy  supply  for  the  Common- 
wealth with  a  minimum  impact  on  the  environment  at  the  lowest  possible  costs." 
The  Siting  Council  exercises  its  planning  and  management  function  through  re- 
view and  approval  of  long-range  demand  forecasts,  on  the  basis  of  which  new 
generating  facilities  are  constructed.  In  addition,  the  Council  can  intercede 
on  behalf  of  utilities  that  encounter  undue  delay  or  burdensome  conditions  from 
state  or  local  agencies  in  attempting  to  site  energy  facilities.  This  ensures 
an  orderly,  expeditious  process  through  which  the  state's  legitimate  generating 
requirements  can  be  satisfied. 


Rate  Reform 

Basic  rate  structures,  as  regulated  by  the  Department  of  Public  Utilities, 
can  and  should  be  revised  to  reinforce  the  state's  energy  objectives.  Any  new 
rate  structure  should  be  equitable,  easy  to  understand,  and  provide  a  strong 
incentive  for  energy  conservation.  However,  immediate  rate  reform  along  the 
lines  of  the  current  flat  rate  proposal  would  aggravate  our  present  economic 
problems  and  contribute  to  higher  unemployment  by  burdening  Massachusetts  in- 
dustry with  yet  higher  energy  costs.  The  best  available  estimates  indicate  that 
implementation  of  a  uniform  flat  rate  system  would  bring  about  the  loss  of 
27,000  jobs  over  a  two-year  period.  Such  a  job  loss  is  unacceptable. 


Instead  of  the  flat-rate  proposal  for  all  users,  Massachusetts  should  ex- 
plore the  possibility  of  establishing  a  flat  rate  within  the  residential  sector, 
perhaps  with  a  small  initial  service  charge.  A  similar  structure  should  be  in- 
vestigated for  the  commercial  sector,  as  should  the  adoption  of  peak  pricing 
or  some  other  "time  of  day"  strategy  within  the  entire  rate  structure.  The 
appropriate  combination  of  these  reforms  will  lower  the  cost  of  electricity 
for  small  users--among  them  many  individuals  of  low  or  fixed  income,  present 
an  easy  to  understand  rate  structure,  and  contribute  to  the  more  efficient  use 
of  new  and  existing  electric  generating  facilties. 


But  reform  of  utility  rate  structures  is  a  complicated  undertaking  laden 
with  far-reaching  social  and  economic  consequences.  The  Department  of  Public 
Utilities  has  the  professional  expertise  and  statutory  responsibility  to  define 
the  specifics  of  rate  reform  within  the  context  of  broad  energy  policy  guide- 
lines established  by  state  government.  The  DPU  will  initiate  hearings  in  Septem- 
ber of  1976  to  solicit  expert  testimony  on  a  variety  of  rate  reform  alternatives, 
and  it  is  to  this  body  that  Massachusetts  must  look  for  new  rate  structures  that 
are  sensitive  to  our  diverse  social  and  economic  needs. 


M  MWEC  and  Public  Power 

An  alternative  to  regulation  as  the  primary  means  of  keeping  electricity 
costs  down  is  to  introduce  a  greater  element  of  competition  into  the  utility 
field.  The  recently  established  Massachusetts  Municipal  Wholesale  Electric 
Company  (MMWEC),  the  state's  first  public  power  corporation,  will  do  just  that. 
MMWEC  is  serving  as  agent  for  25  municipal  electric  systems,  providing  them  with 
assistance  in  making  long-range  power  supply  studies,  in  obtaining  power  from 
the  New  England  Power  Pool,  and  in  arranging  financing  for  municipal  electric 
facilities.  The  ability  of  MMWEC  to  issue  tax-exempt  revenue  bonds  enables  it 
to  finance  its  own  generating  facilities,  the  first  one  of  which  will  be  located 
on  surplus  property  at  the  Westover  Air  Force  Base.  MMWEC  can  help  to  ensure 
that  the  costs  of  electricity  are  kept  as  low  as  possible  through  healthy,  com- 
petition with  private  electric  utilities.  Moreover,  it  makes  unnecessary  the 
creation  of  a  public  power  authority  in  Massachusetts  as  proposed  in  Question  4 
of  this  Fall's  referendum. 


Re-regulation  of  Natural  Gas 

Massachusetts  industry  is  heavily  dependent  on  imported  residual  oil  which 
is  three  times  more  expensive  than  the  regulated  natural  gas  widely  used  by  com- 
petitors in  the  Southern  and  Midwestern  United  States.  The  Commonwealth  will 
remain  at  a  comparative  economic  disadvantage  until  such  time  as  oil  and  gas 
prices  are  linked  more  closely  through  federal  regulatory  policy.  Since  there 
is  no  reason  to  believe  that  the  price  of  oil  can  be  lowered,  there  is  a  clear 
need  to  re-regulate  natural  gas. 

Accordingly,  it  should  be  the  Commonwealth's  policy  to  support  re-regulation 
to  bring  closer  parity  between  oil  and  gas  prices.  However,  higher  gas  prices 
must  be  phased-in  gradually  rather  than  de-regulated  immediately,  and  there  must 
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be  adequate  safeguards  at  the  federal  level  to  prevent  pricing  abuses  and  wind- 
fall profits  within  the  natural  gas  industry.  Re-regulation  of  natural  gas 
along  these  lines  is  the  most  significant  step  that  can  be  taken  to  bring  the 
overall  energy  costs  of  Massachusetts  and  New  England  into  line  with  those  of 
other  states  and  regions  across  the  country. 


Development 


The  third  major  element  in  our  energy  strategy  is  the  development  of  Massa- 
chusetts' indigenous  energy  resources  and  the  general  diversification  of  the 
state's  energy  base.  No  one  energy  source  can  be  developed  to  solve  the  state's 
problem.  Rather,  the  answer  lies  in  the  conservation  of  energy  and  the  reduction 
of  waste,  coupled  with  the  utilization  of  many  different  energy  resources--each 
according  to  considerations  of  cost,  practicality,  and  their  impact  on  public 
health  and  the  environment. 

Towards  this  end,  Massachusetts  looks  favorably  upon  the  exploration  and 
development  of  fuel  deposits  within  its  boundaries  and  off  its  shores,  consis- 
tent with  the  state's  environmental  standards.   In  addition,  state  government  is 
working  to  establish  Massachusetts  as  a  home  base  for  growth-oriented  energy 
industries  which  are  forming  and  expanding  in  response  to  our  nationwide  energy 
predicament. 


Off-ShoreOilandGas 

Massachusetts  is  working  to  ensure  that  potential  oil  and  gas  reserves  on 
Georges  Bank  are  explored  and  developed.  Cooperating  closely  with  the  Massa- 
chusetts Congressional  delegation,  state  government  has  argued  forcefully  for 
federal  legislation  which  would  guarantee  that  OCS  exploration  and  development 
proceeds  in  a  timely,  but  orderly,  fashion,  and  which  would  include  provisions 
to  compensate  states  adversely  affected  by  the  development  process.  Only  through 
such  legislation  will  Massachusetts  have  the  time  and  money  it  requires  to  ac- 
commodate OCS  exploration  and  development  properly. 

At  the  same  time,  top  administration  officials,  including  the  Governor  and 
Lieutenant  Governor,  have  met  with  leaders  of  the  oil  industry  to  explain  Massa- 
chusetts' interest  in  serving  as  a  base  of  OCS  exploration  and  development. 
Working  closely  with  local  officials,  state  government  hopes  to  capture  much  of 
the  potential  economic  benefit  to  be  derived  from  OCS  exploration  and  development 
for  Massachusetts'  port  cities. 
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Oil  Refineries 

The  possibility  of  a  Massachusetts-based  oil  refinery  has  been  a  lively 
topic  of  discussion  within  the  Commonwealth  in  recent  years.  The  overall  econo- 
mic benefits  and  environmental  impacts  of  a  refinery  are  difficult  to  determine 
in  the  absence  of  a  specific  proposal.  Although  the  price  of  oil  and  its  by- 
products, such  as  gasoline,  would  not  be  lowered  significantly  for  Massachusetts 
consumers,  the  construction  jobs  created  in  the  building  of  a  refinery  and  the 
property  taxes  it  would  generate  once  completed  would  constitute  substantial 
benefits  of  local  significance.  A  refinery  proposal  to  leverage  more  secure 
supplies  of  oil  from  foreign  sources  in  exchange  for  guarantees  of  long-term 
access  to  the  New  England  market  could  be  particularly  attractive.  For  these 
reasons,  and  because  Massachusetts  is  interested  in  any  potentially  productive 
enterprise,  the  Commonwealth  will  consider  any  and  all  oil  refinery  proposals  on 
a  case-by-case  basis.  Although  the  Energy  Facilities  Siting  Council  has  juris- 
diction over  the  future  siting  of  any  such  facility,  the  full  resources  of  state 
government  will  be  available  in  support  of  any  oil  refinery  proposal  which  can 
be  shown  to  be  consistent  with  the  state's  environmental  laws  and  of  demonstrable 
benefit  to  the  Commonwealth. 


Nuclear  Power 

The  promise  of  inexpensive,  virtually  inexhaustible  supplies  of  electricity 
through  nuclear  power  have  not  been  fulfilled.   It  is  true  that  many  nuclear 
power  plants  built  in  the  past  generate  electricity  more  cheaply  than  their  coal 
or  oil-fired  counterparts.  For  instance,  the  state's  Energy  Policy  Office  esti- 
mates that  if  in  1974  New  England  had  burned  oil  at  its  going  price  instead  of 
relying  on  nuclear  power  for  16%  of  its  generating  needs,  the  extra  cost  to  the 
region's  consumers  would  have  been  more  than  $175  million. 

However,  past  experience  is  not  necessarily  a  reliable  guide  to  the  future 
since  the  economics  of  nuclear  power  plant  construction  and  operation  have 
changed  radically  in  recent  years.  Capital  costs  have  escalated  dramatically, 
such  that  a  killowatt  of  electricity  costing  $134  from  a  1000  megawatt  nuclear 
plant  broughton-line  in  1973  will  cost  in  the  neighborhood  of  $700  from  a  simi- 
lar plant  brought  on-line  in  1983.  Another  factor  adversely  affecting  the  eco- 
nomics of  nuclear  power  plants  is  their  lower  than  expected  reliability.  New 
England  nuclear  plants  which  orginally  were  expected  to  generate  electricity  at 
75%  of  their  potential  capacity  generally  have  failed  to  perform  up  to  this  ex- 
pectation. Since  nuclear  plants  are  designed  to  operate  as  continuously  as 
possible,  reliability  is  extremely  important  in  determining  the  costs  of  nuclear 


12 


power  as  compared  to  power  produced  by  coal  or  oil-fired  plants.   In  addition, 
the  nuclear  fuel  cycle  is  plagued  with  a  variety  of  problems  ranging  from  uncer- 
tainty about  the  future  cost  and  supply  of  uranium  to  continuting  concern  over 
the  transportation  and  disposal  of  fuels  and  wastes. 

All  of  these  factors  have  combined  to  make  the  economic  benefits  of  nuclear 
power  much  less  certain  than  formerly  was  the  case.  The  Energy  Facilities  Siting 
Council  will  consider  each  new  proposed  nuclear  facility  on  a  case-by-case  basis, 
according  to  long-range  demand  forecasts  and  with  an  appreciation  for  the  reali- 
ties of  today's  nuclear  economics. 


Solar  Energy 

Solar  energy  is  an  exciting  option  deserving  of  serious  consideration  in  the 
Commonwealth.  By  1985  it  could  save  the  state's  citizens  $120  million  in  space 
heating  costs  alone.  In  addition,  the  state  could  secure  a  significant  number 
of  new  jobs  by  establishing  itself  as  a  home  base  for  the  manufacture  of  solar 
energy  equipment,  an  acknowledged  high  growth-potential  industry.  Accordingly, 
Massachusetts  must  commit  itself  to  devising  a  package  of  tax  incentives  for  the 
use  of  solar  and  other  valuable  sources  of  energy,  and  for  the  production  of  re- 
lated equipment  in  Massachusetts.  Care  will  be  given  to  ensure  that  any  foregone 
tax  revenues  will  be  more  than  offset  by  the  new  jobs  created,  the  reduction  of 
fuel  costs  to  Massachusetts  consumers,  and  the  retention  of  many  millions  of 
dollars  within  the  state's  economy  that  otherwise  would  have  been  lost  through 
the  purchase  of  oil . 

One  major  effort  being  pursued  by  the  New  England  Governors  and  the  New 
England  Congressional  Caucus,  in  conjunction  with  the  New  England  Council,  is 
the  proposal  recently  submitted  to  the  U.S.  Energy  Research  and  Development  Ad- 
ministration to  locate  the  nation's  first  Solar  Energy  Research  Institute  (SERI) 
in  Westborough,  Massachusetts.  Legislation  authorizing  the  conveyance  of  a 
state-owned  site  in  Westborough  to  the  Federal  Government  free  of  charge  if  the 
New  England  proposal  is  approved  already  has  been  signed  into  law. 

The  solar  industry  is  but  one  of  a  number  of  relatively  new  energy  industries 
that  are  attempting  to  establish  themselves  as  a  result  of  national  and  interna- 
tional needs.  Expanded  use  of  new  energy  conserving  processes,  appliances,  and 
devices  can  lead  to  the  growth  and  expansion  of  innovative  home-based  industries. 
If  Massachusetts  can  establish  itself  as  a  location  for  these  new  industries,  the 
benefits  in  terms  of  increased  employment  alone  could  be  significant.   In  an  ef- 
fort to  encourage  such  firms,  the  Commonwealth  will  investigate  various  ways  to 
assist  in  the  promotion  and  demonstration  of  existing  technology  in  order  to 
bolster  the  market  for  new  energy  equipment  and  devices. 
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Future  Prospects 


State  government's  success  in  implementing  this  energy  program  will  help  to 
reduce  the  differential  between  Massachusetts'  energy  costs  and  those  of  other 
states.  Other  factors  also  may  combine  to  make  overall  energy  prospects  for  the 
entire  New  England  region  more  promising  than  they  have  been  in  recent  years. 
Chief  among  these  is  the  fact  that  New  England  currently  has  a  reserve  generating 
capacity  of  approximately  46  percent,  of  which  20-23  percent  is  necessary  to  main- 
tain reliability  and  meet  periods  of  peak  demand.  This  reserve  capacity  was  de- 
veloped during  the  Sixties,  when  construction  costs  for  new  generating  plants 
were  far  lower  than  they  are  today.  It  is  true  that  current  excess  reserve  gen- 
erating capacity  does  represent  a  carrying  cost  to  New  England  ratepayers.  How- 
ever, as  a  result  of  that  excess  capacity  New  England  will  not  have  to  add  as 
much  new  generating  equipment  over  the  next  decade  as  will  other  areas  of  the 
country.  The  escalating  costs  of  new  generating  facilities  cmd  more  expensive 
natural  gas  will  raise  the  cost  of  electricity  for  Southern  and  Midwestern  states 
significantly.  By  comparison.  New  England's  electricity  costs  will  begin  to 
stabilize  or  rise  more  moderately,  enhancing  the  ability  of  Massachusetts  and 
the  entire  region  to  attract  and  retain  new  industry. 


( 
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Capital 


The  formation  and  expansion  of  businesses  and  industries  in  the  Common- 
wealth is  dependent  on  the  plentiful  supply  and  reasonable  cost  of  capital 
to  finance  the  construction  or  rehabilitation  of  buildings  and  the  purchase 
of  equipment.  Without  this  financing,  economic  growth  in  Massachusetts  would 
come  to  a  virtual  standstill. 

The  expansion,  maintenance,  and  rehabilitation  of  our  housing  supply 
similarly  requires  adequate  financing  for  homebuilders  and  mortgages  for 
homebuyers. 

During  the  Sixties,  an  abundance  of  "start-up"  capital  for  new  businesses 
and  inexpensive  "debt"  capital  for  business  expansions  and  for  housing  produc- 
tion and  acquisition  provided  the  cornerstone  for  our  state's  economic  vitality. 
In  recent  years,  however,  as  inflation  and  the  borrowing  requirements  of  govern- 
ment and  large  corporations  have  escalated  and  the  stock  market  has  deterio- 
rated, start-up  capital  has  become  more  scarce  and  debt  capital  more  expensive. 

Although  this  change  in  our  capital  markets  has  been  a  nationwide  phenome- 
non, the  Massachusetts  economy  is  especially  sensitive  to  shortages  of  start- 
up capital  and  the  high  cost  of  debt  capital. 

Within  the  nation's  economy,  Massachusetts  long  has  served  as  a  spawning 
ground  for  new  industries  and  the  development  of  young,  innovative  firms. 
Without  a  liberal  supply  of  start-up  capital  for  the  formation  of  new, techno- 
logical firms,  and  without  inexpensive  debt  financing  for  the  expansion  of 
young,  innovative  firms,  this  traditional  economic  advantage  of  Massachusetts 
would  be  diminished. 

Many  of  the  more  mature  industries  of  the  Commonwealth  need  financing  to 
replace,  modernize,  or  expand  their  facilities.  A  number  of  these  firms, 
though  credit-worthy,  find  it  difficult  to  obtain  financing,  expecially  during 
periods  of  tight  money.  Private  capital  markets  are  not  always  well -suited 
to  satisfying  the  financial  needs  of  these  firms.  A  state-sponsored  develop- 
ment financing  program  can  complement  conventional  capital  markets  by  offering 
these  firms,  many  of  which  are  relatively  small,  the  financing  they  need  to 
remain  viable  in  Massachusetts  and  competitive  with  firms  in  other  states. 

A  shortage  of  inexpensive  capital  has  serious  implications  for  the 
housing  industry  as  well.  High  interest  rates  for  construction  financing 
and  home  mortgages  have  limited  housing  production  in  Massachusetts,  as  they 
have  in  the  nation  as  a  whole.  With  the  Commonwealth's  comparatively  high 
construction  costs  and  property  taxes  pricing  many  potential  homeowners  out 
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of  the  market,  inexpensive  home  financing  becomes  even  more  important.  High 
mortgage  and  home  improvement  interest  rates  also  impede  efforts  to  rehabili- 
tate Massachusetts'  existing  housing  stock.  This  problem  is  most  pronounced 
in  older  urban  neighborhoods.  Failure  to  provide  adequate  financing  for 
rehabilitation  inevitably  will  lead  to  the  further  deterioration  of  the 
Commonwealth's  housing  stock,  which  even  in  its  current  condition  is  one  of 
the  state's  most  valuable  resources. 

Although  federal  monetary  policy  and  federal  housing  programs  are  the 
principal  determinants  of  the  cost  and  supply  of  capital  for  business  expan- 
sion and  housing  production  and  rehabilitation,  there  are  significant  ways  in 
which  state  government  can  complement  private  capital  markets  and  federal 
housing  programs  in  order  to  lessen  cost  and  improve  the  availability  of 
capital . 


Capital  Formation  Task  Force 


In  order  to  develop  a  coherent  perspective  on  and  approach  to  Massachu- 
setts' special  capital  needs,  the  Governor  established  a  Task  Force  on 
Capital  Formation,  consisting  of  leaders  in  the  industrial,  financial,  and 
labor  communities, together  with  representatives  of  both  the  Legislative 
and  Executive  branches  of  state  government.  The  purpose  of  the  task  force 
is  to  assemble  a  comprehensive  legislative  package  of  state  development 
financing  mechanisms,  complementary  to  private  capital  markets,  in  order  to 
stimulate  the  creation  of  jobs  and  to  put  Massachusetts  in  a  competitive,  if 
not  superior,  position  relative  to  the  financing  incentives  offered  by  other 
states. 

Four  subcommittees  of  the  task  force  are  preparing  proposals  that  re- 
pond  to  capital  needs  of  strategic  economic  importance  to  the  Commonwealth: 

0  New  enterprise  and  technology  development 

0  Capital  for  expansion  of  existing  industries 

0  Capital  investment  in  depressed  areas 

0  The  overall  impact  of  state  revenue  and  expenditure  policies 

The  first  two  sub-committees  are  reviewing  and  refining  the  following 
preliminary  proposals: 

0  Creation  of  a  state  New  Enterprises  Development  Corporation  which 
would  help  Massachusetts  regain  its  competitive  advantage  in 
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fostering  the  creation  of  new,  high  value-added,  high  technology 
industries.  With  initial  funding  support  from  the  state,  this 
professionally-staffed  Massachusetts  corporation  would  join  with 
private  venture  capitalists  to  provide  start-up  financing  for  new, 
technologically-innovative  businesses. 

0  Creation  of  a  Massachusetts  Industrial  Finance  Corporation  (IFC)  that 
would  combine  within  one  financing  institution  the  following  programs 
to  support  the  expansion  of  our  existing  industrial  base: 

-  the  Massachusetts  Industrial  Mortgage  Insurance  Agency  (MIMIA). 
With  a  $2  million  appropriation  in  this  legislative  session, 
MIMIA, enacted  in  1975,  has  the  capacity  to  insure  $20  million  in 
loans  for  the  acquisition,  construction,  or  alteration  of  indus- 
trial facilities.  This  insurance  program,  together  with  Massa- 
chusetts' revenue  bonding  program,  can  provide  an  invaluable 
stimulus  for  affordable  mortgage  financing  for  small  and  middle- 
sized  businesses. 

-  an  umbrella  revenue  bond  program.  This  program  would  allow  the 
state  to  make  revenue  bond  financing  available  to  those  small 
and  medium-sized  companies  that  are  unable  to  use  revenue  bonds 
individually. 

-  a  state  marketing  capacity  for  federal ly- insured  loans  from  the 
Small  Business  Administration,  Economic  Development  Administration, 
and  the  Farmers  Home  Administration.  Under  this  program  the  state 
would  purchase  from  banks  their  holdings  in  the  federal  loans,  and 
then  sell  them  to  investors  to  increase  both  the  cash  available 

in  these  banks  making  federally-guaranteed  laons  and,  thus,  the 
supply  of  loan  funds  available  to  small  and  medium-sized  firms. 

-  a  statewide  industrial  revenue  bonding  capability.  This  would 
complement  existing  local  industrial  development  finance  authori- 
ties (IDFA's)  by  giving  the  state  the  capacity  to  issue  industrial 
revenue  bonds  directly.  Local  industrial  development  finance 
authorities  now  review  and  approve,  prior  to  action  by  a  state 
board,  the  sale  of  industrial  revenue  bonds  for  the  construction 
or  renovation  of  industrial  plants  and  industrial  pollution 
control  equipment.  Only  108  of  the  351  Massachusetts  cities  and 

towns  have  established  local  IDFA's,  and  only  a  small  number  of 
these  are  active.  Since  1967,  when  the  enabling  law  was  passed, 
only  $108.7  million  in  revenue  bonds  have  been  sold,  with  a  full 
$51.8  million  of  this  sold  in  just  the  last  16  months.  Though 
the  performance  of  the  present  IDFA  process  has  improved  dramati- 
cally, there  still  is  a  need  to  provide  more  direct  review  proce- 
dures for  proposals  and  to  extend  the  availability  of  industrial 
revenue  bond  financing  to  the  243  communities  without  local  IDFA's. 
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Several  other  proposals  are  emerging  from  the  Task  Force  sub-committee 
concerned  with  capital  formation  in  depressed  areas  of  the  state.  Among 
these  are: 

0  Implementation  of  the  Community  Development  Finance  Corporation  (CDFC). 
This  entity,  which  would  provide  debt  and  equity  capital  to  eligible 
businesses  in  economically  depressed  areas,  has  already  been  estab- 
lished and  only  awaits  approval  of  a  $10  million  bonding  authorization 
by  the  state  legislature. 

0  Establishment  of  procedures  that  will  assure  business  in  depressed 
areas  access  to  the  New  Enterprise  Development  Corporation  and  to  the 
Industrial  Finance  Corporation 

0  Establishment  of  programs  that  will  provide  planning  and  technical 
support  to  local  communities  so  that  businesses  in  these  communities 
can  benefit  from  state  development  finance  programs  and  make  full  use 
of  such  local  initiative  institutions  as  Economic  Development  and 
Industrial  Corporations  (EDIC);  Industrial  Development  Authorities 
(IDEA);  Chapter  121A  Urban  Development  Corporations;  and  Community 
Development  Corporations. 

Finally,  the  subcommittee  examining  the  impact  of  state  revenue  and 
expenditure  policies  is  considering  several  short  term  tax  reform  proposals 
that  should  improve  Massachusetts'  competitive  position  relative  to  other 
states.  These  proposals,  outlined  below,  should  not  obscure  the  need  for 
more  fundamental  long  term  expenditure  and  revenue  reform.  Among  the  proposals 
now  under  consideration  are: 

0  Establishment  of  a  loss  carry-forward  tax  provision  for  all  corpora- 
tions to  make  Massachusetts  consistent  with  federal  tax  policy  and 
competitive  with  other  states 

0  Phased-in  elimination  of  the  1%  gross  investment  earnings  tax  on 
insurance  companies,  with  the  substitution  of  more  equitable  taxes 
in  order  to  bring  insurance  taxation  in  line  with  other  states. 

0  Phase  out  of  the  tangible  property/net  worth  tax  on  corporations 

0  Establishment  of  a  50%  deduction  for  capital  gains  on  primary  invest- 
ment in  Massachusetts  enterprises  to  support  the  creation  and  expan- 
sion of  new  industries. 

In  identifying  ways  to  make  Massachusetts'  tax  laws  conform  to  the  in- 
vestment incentives  offered  in  the  Internal  Revenue  Code  and  by  other  states, 
the  task  force  is  evaluating  the  existing  array  of  tax  incentives  offered  by 
Massachusetts  to  determine  the  need  for  revising  or  eliminating  those  which 
are  not  cost-effective  in  attracting  new  businesses  and  creating  new  jobs. 
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A  complement  to  the  state  development  finance  programs  proposed  above 
is  the  New  England  Capital  Corporation  (NECC)  being  advanced  by  the  New 
England  Regional  Commission.  Capitalized  initially  with  $100  million  in 
debt  and  equity  capital  provided  principally  by  the  private  capftal  market, 
NECC  would  provide  financing  strongly  complementary  to  the  higher  risk  equity 
and  subordinated  debt  financing  of  the  state  development  finance  programs 
described  above.  Both  the  state  and  the  regional  efforts  are  being. coordi- 
nated closely  to  ensure  that  mutually  supportive  proposals  are  developed. 

While  most  of  the  Capital  Task  Force  proposals  require  legislative 
approval,  all  can  be  brought  to  bear  upon  the  capital  needs  of  the  Common- 
wealth in  the  ^/ery   near  future.  Having  set  late  Autumn  as  its  deadline  for 
the  completion  of  draft  legislation,  the  task  force  is  now  refining  the  de- 
tails of  these  proposals.  The  creation  and  use  of  these  programs  as  a  com- 
plement to  private  capital  markets  should  help  to  resolve  the  "capital  crunch" 
that  has  impeded  start-ups  and  expansion  of  businesses  and  industries  in 
Massachusetts. 


Housing  Finance 


An  important  complement  to  private  sector  housing  activity  in  Massachu- 
setts has  been  the  construction  and  mortgage  financing  provided  by  the  State 
and  Federal  government.   From  1970  to  1975,  with  limited  federal  support, 
state  agencies  financed  25  percent  of  the  new  housing  starts  in  Massachusetts 
However,  with  the  deterioration  of  the  municipal  bond  market  during  1975, 
financing  for  state-assisted  housing  became  prohibitively  expensive,  thereby 
eliminating  a  key  source  of  housing  investment.  Restoration  of  this  market 
by  fiscally  responsible,  long-term  bond  financing  has  been  substantially 
accomplished  by  the  state's  debt  restructuring  program.  Assuming  that  the 
state's  borrowing  capacity  continues  to  improve,  the  Commonwealth  will  rein- 
state a  housing  investment  program  using  the  state's  bonding  authority  for 
construction  and  mortgage  financing  in  combination  with  federal  rent  and 
mortgage  subsidy  programs. 


Construction  Financing 

Having  produced  32,348  units  of  housing  since  1970,  the  Massachusetts 
Housing  Finance  Agency  (MHFA)  has  been  a  major  source  of  construction  and 
permanent  financing  for  new  rental  housing  in  Massachusetts.  Although 
financing  commitments  by  MHFA  were  curtailed  during  the  state's  bonding 
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crisis,  with  the  return  of  a  healthier  bond  market,  MHFA  has  resumed  con- 
struction financing.  Housing  produced  with  this  financing--both  new  con- 
struction and  rehabilitation--win  capitalize  on  the  availability  of  nearly 
$15  million  in  annual  federal  rent  subsidies  under  the  Section  8  program  that 
will  enable  many  lower- income  households  to  occupy  a  portion  of  this  newly- 
constructed  and  rehabilitated  housing. 


I 


Home  Mortgages 


High  interest  rates  on  home  mortgages  exist  nationwide.  Only  comprehen- 
sive action  at  the  federal  level  will  fully  resolve  this  condition.  However, 
one  specific  action  that  can  be  taken  to  revive  the  housing  industry  in  this 
state  is  to  fully  activate  the  Massachusetts  Home  Mortgage  Finance  Agency 
(MHMFA),  one  of  the  most  promising  avenues  available  to  the  state  for  making   ^ 
home  mortgage  funds  available  at  reduced  cost.  MHMFA  is  empowered  to  loan 
the  proceeds  of  its  bond  sales  to  private  lending  institutions  for  use  as 
home  purchase  and  improvement  loans  for  low  and  moderate-income  households. 
In  order  to  become  an  important  complement  to  the  private  mortgage  market 
MHMFA  must: 

0  Secure  an  initial  appropriation  of  $150,000  for  staff  and  the  pro- 
vision of  technical  assistance  to  communities  and  homeowners. 
Assuming  the  agency's  initial  success,  there  should  be  an  increase 
in  MHMFA 's  current  $25  million  bonding  authority. 

0  Capitalize  on  the  availability  of  federal  interest  subsidies  to  bring 
homeownership  and  needy  repairs  within  the  reach  of  low  and  moderate- 
income  households  through  the  re-established  Section  235  program. 

0  Utilize  federal  rent  subsidies  to  strengthen  owner  occupancy  in  small, 
multi -family  dwellings  through  the  new  Section  8  program 

Through  these  initiatives,  state  government  has  an  opportunity  to  diminish 
the  impact  which  the  scarce  and  costly  supply  of  capital  has  had  on  our  state's 
economy.  These  programs  for  business  and  housing  finance  are  intended  to 
complement,  not  supplant,  conventional  sources  of  financing,  in  order  to 
foster  new  business  formation  and  housing  production  for  Massachusetts,  and 
the  jobs  and  income  they  provide,  which  otherwise  would  not  be  supported  by 
the  existing  capital  markets. 
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Transportation 


Reliable,  convenient,  cost-effective  transportation  is  essential   to 
the  movement  of  goods  and  people  on  which  our  economy  and,  to  a  large  ex- 
tent, our  "quality  of  life"  depend.     A  good  transportation  system  benefits 
the  state's  economy  in  several  ways.     It  ensures  that  transportation  costs-- 
a  key  factor  affecting  plant  location  and  expansion  decisions--remain  as 
low  as  possible.      In  addition,   a  good  transportation  system  minimizes   travel 
times.     This   is  essential   for  the  many  Massachusetts  manufacturers  who 
must  guarantee  one-day  delivery  of  their  products  to  distant  markets. 

On  the  passenger  side,  personal   travel   time  is  an  increasingly  impor- 
tant factor  in  the  development  and  expansion  of  the  state's  growing  ser- 
vice sector  industries.     The  relative  speed  and  ease  with  which  individuals 
can  move  to,  through,  and  from  the  state's  major  urban  areaS'-especially 
Greater  Boston--will   be  an  important  measure  of  how  attractive  Massachusetts 
is  in  comparison  with  other  states  in  the  competition  for  future  economic 
growth. 

Fortunately,  Massachusetts  already  enjoys  the  basic  elements  of  a 
sound  transportation  system.     Our  portion  of  the  nation's   Interstate  System 
is  nearly  complete,  providing  the  Commonwealth  with  excellent  highway  con- 
nections to  New  England  and  the  entire  United  States.     Boston's  sea  and 
air  ports,  among  the  busiest  in  the  nation,   link  Massachusetts '  manufacturers 
to  regional,  national,  and  international  markets.     Public  transportation 
is  available  through  an  extensive  system  of  subways,  trolleys,  and  buses 
in  metropolitan  Boston,  and  through  state-assisted  regional   transit  authori- 
ties in  eight  other  urban  areas  across  the  Commonwealth.     Rail   transporta- 
tion is  the  only  systemic  problem  facing  Massachusetts,  and  it  is  one  which 
can  be  addressed  successfully  through  concerted  state  and  federal   action. 


Facility  Development 


In  working  to  expand  and  improve  Massachusetts'  existing  transporta- 
tion system,  state  government  also  can  stimulate  economic  growth.  On  the 
most  basic  level,  thousands  of  jobs  have  been  created  by  the  award  of  a 
record  number  of  construction  contracts  for  transportation  projects.  Under 
the  state's  1975  Accelerated  Construction  Program,  $188.6  million  in  highway 
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construction  contracts  were  let,  by  far  the  largest  annual  amount  in  Massa- 
chusetts'  history.     The  state  expects  to  award  more  than  $200  million  in 
construction  contracts  for  highway  and  transit  projects  in  1976.     The 
thousands  of  jobs  created  through  these  projects  come  at  a  time  when  the 
state's  construction  industry  is  in  need  of  relief  from  high  unemployment 
rates. 

A  less  direct  and  longer-term,  but  equally  important  job  creation 
strategy  is  to  develop  transportation  facilities  that  will   attract  and 
support  new  private  investment.     Perhaps  the  most  striking  example  of 
this  pragmatic  approach  to  leveraging  new  private  investment  can  be  seen 
in  the  state's  decision  to  construct  its  new  transportation  headquarters 
in  Park  Plaza.     Although  not  a  transportation  investment  in  a  pure  sense, 
this  decision  has  revived  a  once  moribund  Park  Plaza  project  and  helped  to 
ensure  that  a  major  urban  renewal  effort  in  Boston--involving  millions  of 
dollars  of  additional   private  investment--will   go  forward. 

Clearly,  creating  construction  jobs  and  stimulating  higher  levels  of 
private  investment  are  not  the  state's  only  concerns  in  developing  new 
transportation  facilities.     Thus,  not  only  are  transportation  investments 
being  targeted  for  areas  of  high  economic  growth  potential,  but  increased 
attention  is  being  given  to  maintaining  the  safety  and  carrying  capacity 
of  both  new  and  existing  investments.     Energy  conservation,  increased 
mobility,  and  greater  equity  in  service  delivery  and  cost  assessment 
are  additional  objectives  which  figure  in  the  state's  overall   transporta- 
tion program.     Pursued  in  concert,  these  objectives  should  ensure  that 
the  state's  transportation  system  does  an  even  better  job  in  satisfying 
today's  demands  while  at  the  same  time  serving  as  a  powerful   stimulus  for 
economic  growth  and  development  in  Massachusetts. 
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Highways 


Massachusetts'  highway  network  is  essentially  complete,  and  attention 
is  now  being  given  to  filling  in  the  few  remaining  gaps --most  of  which  lie 
beyond  the  perimeter  of  Route  128.  These  priority  projects  include  1-190, 
which  will  serve  as  the  major  north-south  highway  in  Central  Massachusetts; 
the  missing  link  of  1-495  in  Southeastern  Massachusetts;  the  1-391  spur 
north  from  Springfield  to  Holyoke;  1-95  north  from  Route  128;  and  Route  25 
south  to  Cape  Cod.  Funds  for  all  of  these  projects  have  been  secured  and 
committed,  and  construction  already  has  begun  in  most  cases.  Completion 
of  these  projects  should  provide  Massachusetts  with  a  basic  highway  net- 
work that  will  serve  the  state  well  through  the  rest  of  this  century. 
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In  addition,  state  government  is  addressing  itself  to  a  few  critical 
bottlenecks  within  the  existing  highway  network.  Chief  among  these  is 
Boston's  Central  Artery,  a  2.5  mile  stretch  of  highway  that  carries  more 
traffic  and  experiences  more  accidents  than  any  other  comparable  stretch 
in  Massachusetts.  In  addition  to  serving  as  the  sole  north-south  express- 
way within  Route  128,  the  Central  Artery  connects  with  Storrow  Drive,  the 
harbor  tunnels,  the  Mystic  River  Bridge,  and  the  Massachusetts  Turnpike, 
over  which  most  of  the  traffic  to  the  seaport  and  to  Logan  Airport  must 
travel.  Plans  to  reconstruct  the  Central  Artery  are  moving  forward  in 
an  effort  to  ensure  that  this  vital  link  in  Eastern  Massachusetts'  high- 
way network  is  upgraded  as  soon  as  possible,  thereby  assisting  that  region-- 
and  particularly  metropolitan  Boston--to  realize  its  full  economic  growth 
potential . 

A  variety  of  other,  smaller  highway  projects  also  are  moving  into 
final  design  and  construction.  Many  of  these  projects,  such  as  the  Salem- 
Peobody  Connector,  are  intended  to  help  city  and  town  centers  realize  their 
full  economic  potential  by  providing  them  with  direct  highway  access  to 
nearby  Interstate  or  major  arterial  highways. 

The  highway  planning  and  project  development  process  has  been  over- 
hauled completely  in  order  to  enable  state  government  to  take  best  advan- 
tage of  available  resources.  Traditionally,  the  efforts  of  state  govern- 
ment were  spread  over  a  range  of  transportation  projects  that  far  exceeded 
available  construction  dollars.  As  a  result,  priority  projects  were  de- 
layed as  time  and  money  were  spent  planning  for  projects  which  had  little 
chance  of  ever  being  constructed.  Over  the  past  18  months,  state  govern- 
ment has  managed  to  schedule  and  prioritize  every   highway  project  currently 
under  consideration.  This  basic  step  has  enabled  state  planners  and  en- 
gineers to  concentrate  their  efforts  on  high  priority  projects. 


Transit 


Public  transportation  facilities  provide  a  necessary  and  desirable 
complement  to  the  state's  highway  system.  In  urban  areas,  public  transpor- 
tation often  is  more  convenient  and  efficient  than  travel  by  private  auto- 
mobile. Moreover,  a  good  system  of  public  transportation  is  essential  if 
all  segments  of  our  society  are  to  have  access  to  the  jobs  and  products 
within  those  urban  areas--a  goal  which  is  both  socially  and  economically 
desirable. 

Eastern  Massachusetts  is  heavily  dependent  upon  the  public  transporta- 
tion provided  by  the  Massachusetts  Bay  Transit  Authority.  The  MBTA  carries 
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nearly  half  a  million  people  daily  within  the  79  cities  and  towns  comprising 
its  district.  Within  the  MBTA  district,  the  state's  primary  concern  is 
to  upgrade  and  expand  the  fixed-rail  system  so  that  transit  lines  better 
serve  outlying  sections  of  the  metropolitan  area.  Accordingly,  the  bulk 
of  the  state's  construction  program  for  transit,  which  should  average  $150 
million  annually  over  the  next  five  years,  will  be  spent  on  major  corridor 
improvements,  including:  extension  of  the  Red  Line  to  South  Braintree  and 
the  construction  of  the  South  Quincy  Red  Line  Station;  extension  of  the  Red 
Line  from  Harvard  Square  to  Arlington  Heights;  a  variety  of  Southwest  Cor- 
ridor projects,  including  the  rebuilding  of  the  Orange  Line  to  Forest  Hills; 
and  the  extension  of  the  Blue  Line  to  Lynn.  In  addition  to  these  major 
corridor  improvements,  the  state  will  be  purchasing  new  and  rehabilitating 
old  vehicles  to  upgrade  the  condition  of  its  fleet,  and  will  be  modernizing 
MBTA  garage  and  repair  facilities. 

The  Commonwealth  and  the  MBTA  also  support  extensive  commuter  rail 
passenger  service  on  lines  radiating  south,  west,  and  north  from  Boston. 
To  preserve  and  facilitate  the  continuation  of  this  service,  the  state  has 
acquired  145  miles  of  Penn  Central  right-of-way  and  is  in  the  final  stages 
of  acquiring  263  miles  of  right-of-way  from  the  Boston  and  Maine.  On  the 
average,  some  15,000  passengers  take  advantage  of  commuter  rail  service 
every  day. 

Outside  the  MBTA  district,  the  state  has  been  active  in  financial  and 
administrative  assistance  for  public  transportation  through  eight  regional 
transit  authorities.  Bus  service  provided  through  these  RTA's  links  the 
downtown  centers  of  older  cities  such  as  Lowell,  New  Bedford,  Worcester 
and  Springfield  with  outlying  suburban  areas.  More  than  50  communities 
receive  service  through  Massachusetts'  RTA's,  which  collectively  carried 
more  than  12  million  passengers  in  1976.   In  its  first  year  of  existence, 
the  Brockton  Area  Regional  Transit  Authority  has  doubled  its  average  daily 
ridership,  making  it  one  of  the  fastest  growing  transit  authorities  in  the 
United  States. 


Rail 


Rail   freight  transportation  continues  to  be  an  important  part  of  Massa- 
chusetts'  total   transportation  system.     Over  the  past  25  years,  rail   freight 
service  has  been  adversely  affected  by  the  nationwide  trend  to  truck  and 
air  freight.     While  this  trend  has  made  it  extremely  difficult  for  railroads 
to  remain  solvent,  it  has  not  altered  the  basic  fact  that  for  certain  kinds 
of  long-haul   freight,   railroads  still   provide  invaluable  service. 
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Both  the  major  railroads  which  have  provided  Massachusetts  with  rail 
freight  service  have  gone  into  bankruptcy.  The  Penn  Central  has  been  re- 
organized into  the  Consolidated  Rail  Corporation  (ConRail)  under  the  Federal 
Regional  Rail  Reorganization  Act,  and  the  Boston  and  Maine  is  attempting  to 
reorganize  under  state  bankruptcy  laws. 

ConRail  is  abandoning  18  branch  lines  totalling  200  miles  of  track-- 
approximately  one-fourth  of  Penn  Central's  total  Massachusetts  mileage. 
These  lines  serve  over  200  businesses  in  Massachusetts  with  10,000  employees. 
Discontinuation  of  service  on  these  lines  would  severely  affect  local  econo- 
mies across  the  state,  and  virtually  eliminate  the  industrial  growth  poten- 
tial of  many  areas  which  require  rail  service. 

In  anticipation  of  this  crisis,  Massachusetts  has  moved  to  authorize 
the  Executive  Office  of  Transportation  to  acquire,  rehabilitate,  subsidize, 
and/or  bank  rail  rights-of-way.  Under  this  program,  the  Commonwealth  will 
acquire  the  branch  lines  dropped  by  ConRail  and  will  subsidize  continued 
rail  freight  operations  where  economic,  social,  or  other  circumstances  merit 
such  expenditures. 

Intercity  passenger  rail  service,  provided  exclusively  by  Amtrak,  links 
Boston,  Worcester,  and  Springfield  with  New  York  and  Washington.  Recent 
federal  legislation  calls  for  a  massive  rehabilitation  of  the  rail  bed  from 
Boston  to  New  York  and  Washington,  making  high  speed  rail  service  between 
and  among  those  cities  a  possibility  for  the  first  time.  The  New  England 
Rail  Passenger  Service  Improvement  Program  will  enable  Massachusetts  to 
make  $179  million  in  rail  bed  improvements  over  the  next  five  years,  creating 
more  than  3,000  person-years  of  employment,  and  a  stronger  economic  link 
between  Massachusetts  and  other  Eastern-seaboard  states. 


Port  Development 


More  than  half  the  nation's  population  lives  within  500  miles  of  the 
Commonwealth's  borders.     Boston  is  the  closest  major  American  city  to  Europe, 
If  Massachusetts  is  to  take  full  economic  advantage  of  these  two  facts,  then 
port  development  must  rank  high  on  its  agenda  of  priorities. 
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Seaport  Development 

The  worldwide  trend  toward  containerization  in  the  shipping  industry 
over  the  past  decade  has  led  to  increased  competition  for  general  cargo 
among  seaports  of  the  Eastern  United  States.  Currently,  Boston  is  the 
nation's  fourteenth  busiest  port  in  terms  of  total  port  trade,  and  its  \ 
eighth  largest  in  terms  of  imported  valuation.  Moreover,  it  is  M^ry  much  i 
in  line  with  worldwide  trends  since  nearly  80  percent  of  all  cargo  handled  I 
in  the  port  is  now  containerized. 

Signficiant  progress  has  been  made  in  the  past  year  to  maximize  the 
Port  of  Boston's  capabilities  and  the  flow  of  containers  through  its  two 
terminals.  In  April  of  1976,  the  Port  handled  more  containers  than  in  any 
month  of  its  history.  When  one  compares  the  20,798  containers  processed  by  , 
the  Port  in  the  first  six  months  of  1975  with  the  total  of  31,560  containers 
that  were  processed  during  the  first  half  of  1976,  it  becomes  clear  that 
there  has  been  a  dramatic  increase  in  the  amount  of  cargo  being  shipped 
through  Boston.  The  increase  of  10,762  containers  represents  about  126,000 
tons  of  general  cargo.  This  figure  is  especially  significant  since  each 
additional  ton  of  general  cargo  generates  between  $30-$70  in  direct  and 
indirect  revenues  for  the  port  and  the  local  economy  through  which  it 
passes. 

Although  state  government,  MassPort,  the  City  of  Boston,  and  the  busi- 
ness community  at  large  are  united  in  their  efforts  to  maximize  economic 
activity  in  the  Port  of  Boston,  these  efforts  are  constrained  by  an  over- 
whelming disparity  in  rail  freight  rates  that  exists  between  Boston  and      j 
other  major  East  Coast  ports  with  container  facilities.  Rates  for  the       * 
shipment  of  a  trailer  or  container  by  rail  to  Chicago,  for  instance,  are 
equalized  for  all  major  East  Coast  ports,  except  Boston.  This  means  that 
shippers  pay  approximately  $100  more  to  ship  a  container  from  Boston  to 
Chicago  than  they  do  from  New  York,  Philadelphia,  or  Baltimore. 

Such  inequity  is  not  new  to  the  Boston  shipping  industry.  A  similar 
disparity  existed  for  the  rail  shipment  of  conventional,  boxcar  cargo  to 
the  Midwest  until  1963  when  Boston  managed  to  have  those  rates  equalized, 
however,  with  the  increasing  emphasis  on  container  traffic,  which  is  not 
considered  conventional  cargo  by  ConRail,  Massachusetts  once  again  finds  it- 
self at  a  competitive  disadvantage.  In  an  effort  to  address  this  disparity, 
MassPort,  in  conjunction  with  the  Lieutenant  Governor's  Office  of  Federal - 
State  Relations,  is  working  with  ConRail  and  other  federal  authorities  to 
have  rail  freight  rates  for  Boston  brought  into  line  with  those  for  its 
competitor  ports. 

The  Port  of  Boston  also  is  seeking  "favored  port"  status,  a  designation 
that  would  enable  it  to  receive  Soviet  vessels  on  four  days'  notice.  Under 
current  arrangements,  14  days'  notice  is  required,  a  great  impediment  to 
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this  important  source  of  shipping  trade.  Favored  port  status,  currently 
enjoyed  by  40  other  U,S.  ports,  was  originally  denied  to  Boston  because  the 
then  substantial  U.S.  military  presence  here  was  judged  to  be  incomoatible  with 
regular  Soviet  shipping  activity.  Since  that  time,  however,  the  U.S.  Navy 
has  completely  vacated  the  Boston  port. 

As  a  result,  Massachusetts  is  pressing  the  State  Department  to  have 
Boston  added  to  the  list  of  ports  with  favored  trade  status.  In  the  interim, 
MassPort  already  has  made  contacts  with  Soviet  steamship  lines,  and  there  is 
an  excellent  prospect  for  regularly  scheduled  services  between  the  Soviet 
Union  and  Boston  once  a  favored  port  designation  is  received.   In  addition, 
the  200-mile  fishing  limit  and  CCS  exploration  and  development  activities 
make  port  development  outside  Boston  a  major  concern  of  state  government. 
Over  the  next  year,  the  Executive  Offices  of  Transportation,  Economic  Affairs, 
and  Environmental  Affairs,  together  with  the  Office  of  State  Planning,  will 
be  working  closely  with  officials  from  port  communities  to  provide  assistance 
for  port  improvement  and  expansion.  Special  attention  is  being  given  to  the 
establishment  of  foreign  trade  zones  in  the  Ports  of  Boston  and  New  Bedford, 
a  move  which  could  increase  the  volume  of  trade  through  these  ports  and  re- 
sult in  the  creation  of  new  light  manufacturing  and  assembly  jobs. 

MassPort,  the  New  England  Regional  Commission,  and  the  Lieutenant  Gover- 
nor's Office  of  Federal-State  Relations  are  working  together  closely  to  pro- 
mote foreign  trade  and  investment  in  other  ways.  NERCOM  maintains  a  New 
England  office  in  the  New  York  World  Trade  Center,  and  both  NERCOM  and  Mass- 
Port  have  overseas  offices.  By  coordinating  and  expanding  marketing  activities 
both  here  and  abroad,  Massachusetts  hopes  to  develop  export  markets  for  the 
state's  high  technology  industries  while  attracting  foreign  investment  for 
new  enterprise  within  the  Commonwealth. 


Logan  Airport 

As  one  of  the  few  major  international  airports  actually  located  within 
the  limits  of  a  major  city,  Logan  Airport  is  a  particularly  valuable  asset 
to  Boston  and  Massachusetts,  the  travel  time  advantage  and  convenience  en- 
joyed by  those  who  commute  and  ship  through  Logan  Airport  is  significant, 
and  constitutes  one  of  this  state's  major  drawing  cards  for  new  economic 
growth.  As  with  the  seaport,  an  emphasis  is  being  placed  on  delivering 
better  service  and  on  improved  marketing  of  Logan's  real  advantages. 

Given  the  fact  that  Logan  is  nestled  in  the  heart  of  Boston,  special 
attention  must  be  given  to  the  relationship  between  the  airport  and  its 
neighbors.  The  possibility  of  a  curfew  to  alleviate  night-time  noise  im- 
pacts on  communities  adjacent  to  Logan  has  been  debated  openly  in  recent 
months.  Since  the  economic  impacts  of  such  a  curfew  were  unknown,  and  since 
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it  was  possible  that  other,  less  drastic  measures  might  be  taken  to  provide 
noise  relief,  a  special  task  force  composed  of  business,  labor,  and  community 
interests  was  called  together  by  the  Governor.  This  group  is  evaluating  a 
variety  of  noise-relief  strategies  in  terms  of  both  their  community  and 
economic  impacts,  and  their  final  report  should  provide  the  hard  facts  on 
which  an  intelligent,  informed  decision  can  be  made.  The  challenge  is 
clear:  Logan  Airport  must  be  protected  as  an  economic  asset  of  unique  value 
to  Massachusetts  and  all  of  New  England,  even  while  all  reasonable  steps  are 
taken  to  minimize  adverse  impacts  on  surrounding  communities. 


Federal  Funding 


Most  of  Massachusetts'   transportation  expenditures  are  in  fact  federal 
monies  which  have  been  "matched"   through  a  state  appropriation.     The  policy 
of  trying  to  maximize  the  flow  of  federal   dollars  into  Massachusetts  for 
transportation  improvements  is  a  sound  one  since  the  state  sometimes  pays 
as   little  as  10  percent  of  the  total   cost  of  these  projects.     However,  the 
single-minded  pursuit  of  federal   transportation  dollars  is   no    longer  an 
adequate  or  responsible  policy  for  state  government.     Thus,   in  addition  to 
arguing  persuasively  for  higher  levels  of  federal   funding--and  the  1976 
Federal -Aid  Highway  Act  includes  an  additional   $730  million  in  highway  and 
transit  improvement  monies  which  would  not  have  come  to  Massachusetts  without 
the  strenuous  efforts  of  state  officials--Massachusetts  has  become  a  national 
leader  in  the  fight  for  greater  funding  flexibility. 

This  flexibility  is  essential   if  the  Commonwealth  is  to  have  the  lati- 
tude to  address  its   real   transportation  needs  as  opposed  to  those  which  are 
presumed  by  Washington  to  exist.     Significant    inroads  already  have  been  made 
in  transferring  highway  funds  to  transit  projects,  and  eyery  effort  will   be 
made  to  increase  the  amount  of  discretion  provided  to  this  state  in  the  ex- 
penditure of  federal   transportation  monies. 
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Section  3 


Unrealized  Opportunities 
for  Economic  Growth 


Areas  and  Industries  with  Growth  Potential 


Proposals  advanced  in  the  areas  of  energy,  capital,  and  transportation 
address  the  cost  and  convenience  of  doing  business  in  Massachusetts.  Although 
growth  in  certain  sectors  of  our  economy  is  limited  by  the  relatively  high 
cost  of  some  of  these  production  factors,  a  number  of  opportunities  do  exist 
within  the  Commonwealth  for  new  growth.  These  opportunities  are  based,  in 
partjon  the  advantages  Massachusetts  has  as  a  place  to  do  business.  In  addi- 
tion, these  opportunities  are  centered  in  both  areas  and  industries  in  Massa- 
chusetts whose  development  and  expansion  can  be  facilitated  through  the  care- 
ful use  and  coordination  of  state  programs. 


State  Programs 


Among  the  resources  and  powers  available  to  the  state  for  fostering 
growth  in  selected  areas  and  industries  are: 

0  Provisions  to  stimulate  the  consumption  of  goods  and  ser- 
vices produced  by  Massachusetts  firms  through  state  pur- 
chasing, selective  tax  incentives,  and  the  promotion  of 
certain  industries  which  are  most  compatible  with  the 
state's  economic  needs  and  advantages 

0  State  and  local  development  financing  provided  by  the  Com- 
munity Development  Finance  Corporation,  Massachusetts  In- 
dustrial Mortgage  Insurance  Agency,  and  industrial  develop- 
ment finance  authorities  and  available  federal  business  de- 
velopment resources 

0  Housing  construction  and  mortgage  financing  provided  by  the 
Massachusetts  Housing  Finance  Agency  and  federal  rent  and 
mortgage  subsidy  programs 

0  Urban  renewal  and  tax  abatement  powers  for  land  assembly 
and  property  tax  adjustments  administered  by  the  Depart- 
ment of  Community  Affairs  and  municipalities  under  the 
provisions  of  Chapters  121A  and  121B 
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0  The  Government  Land  Bank  to  coordinate  and  finance  the 
disposition  and  redevelopment  of  Massachusetts'  abandoned 
federal  military  bases  at  Westover  Field,  the  Boston  Naval 
Shipyard,  and  the  Chelsea  Naval  Hospital 

0  State  administered  facility  investments  in  highways,  traffic 
circulation  improvement,  wastewater  treatment  systems,  rail 
improvements,  and  recreational  facilities 

0  Customized  manpower  training  to  meet  the  skilled  labor 
requirements  of  expanding  firms 

0  Technical  assistance  to  local  government  to  assist  com- 
munities in  planning  and  promoting  local  economic  development, 
provided  by  the  Department  of  Community  Affairs  and  Massa- 
chusetts' 13  Regional  Planning  Agencies 

0  Business  promotion  and  assistance  to  firms  provided  by  the 
Department  of  Commerce  and  Development  through  its  business 
contact  program 

0  Several  other  financing  and  incentive  programs  for  stimu- 
lating new  economic  development  are  under  review  by  the 
Capital  Formation  Task  Force.   In  addition,  several  pre-        ■ 
li mi  nary  proposals  are  being  considered  by  the  Development       I 
Cabinet  for  expediting  permits  and  providing  property  tax       1 
incentives  for  major  new  development  projects  in  urban  areas 
throughout  the  Commonwealth. 

As  certain  areas  and  industries  within  Massachusetts  face  bottlenecks 
in  their  growth--unmet  land  assembly  or  public  facility  needs,  capital  or 
skilled  labor  requirements--these  development  programs,  properly  used  and 
coordinated,  can  serve  to  remove  these  bottlenecks  to  allow  for  the  growth 
of  new  jobs  and  income  in  Massachusetts. 


Areas 


Many  areas  with  unrealized  growth  potential  are  located  in  or  near  existing 
population  centers.  These  areas  often  contain  the  essential  resources  to 
support  new  growth  including  public  facilities  and  services,  building  space, 
and  an  abundant  supply  of  labor.  However,  due  to  one  or  a  combination  of 
problems  such  as  relatively  high  property  taxes,  downtown  traffic  congestion, 
and  impediments  to  land  assembly,  these  valuable  development  resources  are 
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not  utilized  to  their  fullest  potential.  Among  these  areas  in  the  state 
which  possess  many  of  the  resources  necessary  to  support  new  development 
and  promise  real  growth  potential  are  the  already  extensively  developed 
town  and  city  centers  with  a  full  array  of  public  facilities  and  services, 
the  Southwest  Corridor,  our  port  communities,  and  the  abandoned  military 
bases  at  Otis,  Westover,  South  Boston,  Charlestown,  and  Chelsea. 

In  addition  to  these  potential  redevelopment  areas,  Massachusetts' 
expanding  transportation  system  offers  many  opportunities  for  new  business 
growth.  New  and  extended  highways  including  1-190  connecting  Worcester  and 
Fitchburg,  the  1-495  extension  through  Southeastern  Massachusetts,  and  1-95 
north  from  Route  128  will  create  suitable  new  locations  for  new  and  expanded 
manufacturing  activity.  The  rehabilitation  of  our  commuter  rails  and  exten- 
sion of  the  MBTA  Red,  Blue,  and  Orange  Lines  are  particularly  conducive  to 
new  development. 

State  government  is  committed  to  ascertaining  which  communities  are 
favorably  disposed  toward  new  growth  and  how  state  programs  can  be  changed 
and  improved  in  order  to  assist  communities  in  realizing  their  growth  and 
development  plans  more  successfully.  The  Legislature's  Special  Commission 
on  Growth  prepared  legislation,  now  in  the  final  stages  of  implementation, 
to  create  local  growth  policy  committees  in  e'^ery   community  in  order  to 
inform  the  Governor  and  Legislature  of  local  attitudes  toward  different 
kinds  of  growth  and  the  ways  in  which  state  regulatory  and  investment  pro- 
grams can  be  made  more  responsive  to  locally-defined  growth  opportunities. 


Industries 


The  costs  of  doing  business  in  Massachusetts  limit  the  expansion  of 
certain  industries,  particularly  those  in  manufacturing  which  depend  heavily 
on  energy  or  access  to  new  materials.  Nevertheless,  many  other  industries 
are  compatible  with  and,  in  fact,  often  depend  upon  the  special  character- 
istics of  our  state's  economy  and  environment.  The  in-migration  or  expansion 
of  these  industries  often  is  limited  by  a  particular  tax  or  regulation,  or  by 
the  unavailability  of  special  kinds  of  labor  or  venture  capital.  These  in- 
dustries with  growth  potential  fall  into  five  categories: 

0  Those  which  relate  directly  to  our  technology  base  and  to 
the  markets  they  serve  such  as  computers,  medical  instrumen- 
tation, and  solar  energy.  The  establishment  of  a  loss  carry- 
forward provision  in  our  corporate  income  tax  can  help  to 
spawn  and  retain  innovative  technology-based  firms  in  Massa- 
chusetts. Such  a  change  would  bring  about  symmetry  between 
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the  Massachusetts  tax  code  and  the  tax  codes  of  the  Federal 
Government  and  many  other  states. 

0  Service  sector  industries,  such  as  trade,  finance,  insurance, 
medical,  education,  and  business  services,  and  their  corporate 
headquarters  in  particular,  which  can  be  well -served  in  Boston 
by  the  proximity  of  many  high-quality  residential  neighborhoods 
and  suburban  communities  and  a  major,  close-in  international 
airport. 

0  Natural  resource-based  industries  such  as  the  fishing  and 
wood  products  industries,  which  have  access  to  the  natural 
resources  upon  which  they  depend  and  the  markets  they  serve. 
This  would  also  include  the  tourist  industry,  which  is  de- 
pendent on  the  preservation  of  our  unique  natural  resources 
and  historic  sites. 

0  Industries  which  are  under-represented  in  New  England,  re- 
sulting in  the  import  of  goods  and  services  which  could  be 
produced  in  Massachusetts.  Among  the  industries  with  import- 
substitution  potential  are  a  number  of  wood  oroduct,  food 
processing,  metal  fabrication,  and  machinery  production  in- 
dustries. 

0  Industries  which  can  capitalize  on  available  federal  re- 
sources. These  industries  include: 

-  Research  and  development,  including  research  on  al- 
ternative energy  resources  and  medical  research 

-  Housing,  entailing  the  use  of  MHFA  and  MHMFA  to  capi- 
talize on  available  federal  rent  and  mortgage  subsidies 

-  Pollution  control  equipment. 

These  efforts  to  realize  the  growth  potential  of  industries  which  are 
compatible  with  our  state's  economy  and  environment  provide  an  essential  com- 
plement to  state  action  to  reduce  the  cost  of  doing  business  in  Massachusetts. 
The  fishing  industry  is  a  good  example  now  that  the  territorial  limit  has  been 
extended  200  miles  into  the  Atlantic.  The  Lieutenant  Governor  already  heads 
a  "200  Mile  Work  Groun"  which,  together  with  a  similar  group  recently  funded 
by  the  New  England  Regional  Commission,  will  determine  what  steps  can  be 
taken  to  maximize  the  economic  advantages  for  the  fishing  industry.  In  con- 
cert with  this,  several  state  agencies  have  worked  closely  with  local  officials 
and  fishermen  in  Gloucester  to  channel  state  and  federal  funds  into  the  con- 
struction of  a  fish  processing  facility  and  into  a  revolving  loan  fund  for 
the  upgrading  of  the  local  fishing  fleet. 

By  working  with  private  sector  and  academic  economists,  state  govern- 
ment will  more  clearly  define  the  nature  and  extent  of  the  growth  potential 
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within  specific  markets  for  technological,  service-oriented,  and  natural 
resource-based  industrial  expansions  as  well  as  import-substitution  oppor- 
tunities. In  addition  to  providing  technical  assistance  to  firms  wishing 
to  take  advantage  of  these  growth  opportunities,  state  government  will  attempt, 
within  its  capacity,  to  encourage  and  accommodate  these  industrial  expansions 
through  its  public  investment  and  financing  programs. 

Through  these  and  similar  efforts,  state  government  is  committed  to 
encouraging  the  maximum  growth  of  new  jobs  and  income  in  the  areas  and  in- 
dustries in  our  state  which  are  compatible  with  Massachusetts'  economic  goals 
and  its  natural  economic  advantages. 
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Labor 


The  Commonwealth's  workforce,  both  a  valuable  and  underutilized  resource, 
presents  a  major  opportunity  for  new  economic  growth  in  our  state.  Massachusetts' 
workers  possess  a  high  level  of  diverse  skills,  and,  at  all  occupational  levels, 
wage  rates  in  Massachusetts  are  competitive  with  those  of  other  industrialized 
states  and  many  European  nations  with  which  we  compete.  Notwithstanding  this 
abundant  supply  of  competitively-priced  labor,  certain  conditions  interfere  with 
the  fuller  utilization  of  our  labor  force.  Among  these  are: 

0  An  insufficient  number  of  job  opportunities 

0  A  declining  proportion  of  stable  and  well -paying  employment  opportunities 
resulting  in  less  satisfying  and  less  remunerative  work,  higher  rates  of 
turnover,  and  the  need  for  second  or  third  wage  earners  to  maintain  an 
acceptable  standard  of  living  within  households 

0  High  unemployment  insurance  taxes  offsetting  competitive  wage  rates  for 
labor 

0  Structural  obstacles  to  work  including  skill  mismatches,  insufficient 
information  about  available  jobs,  and  a  lack  of  worker  mobility 

Owing  to  the  cost  of  unemployment  to  state  government  and  to  its  taxpayers, 
the  cost  to  the  economy's  productivity,  and  the  personal  cost  it  exacts  from 
those  who  are  unable  to  find  work,  the  Commonwealth  is  acting  to  relieve  these 
conditions  which  contribute  to  the  underutilization  of  our  valuable  workforce. 


Shortage  of  Job  Opportunities 

The  most  obvious  condition  responsible  for  unemployment  in  Massachusetts  is 
the  lack  of  jobs.  In  one  way  or  another,  each  of  the  proposals  set  forth  in  this 
program  is  intended  to  create  new  job  opportunities  for  Massachusetts'  workers. 
State  initiatives  to  reduce  or  stabilize  the  costs  of  energy,  capital,  and  trans- 
portation should  encourage  more  private  investment  and  new  jobs,  as  should  the 
careful  coordination  of  state  resources  to  realize  growth  opportunities  for  areas 
and  industries  within  Massachusetts. 
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While  these  proposals  will  encourage  higher  levels  of  private  investment  in 
Massachusetts'  economy,  state  government  has  undertaken  many  activities  which 
create  job  opportunities  directly.  Included  among  these  are: 

0  Recognizing  the  job-creation  potential  of  state  investments,  the  Com- 
monwealth accelerated  a  languishing  construction  program  in  1975, 
which  resulted  in  contracts  totalling  $376  million  and  an  estimated 
9,100  new  construction  jobs.  This  program  included  $188.6  million 
in  state  highway  construction,  the  highest  in  Massachusetts'  history. 

0  In  January,  this  year's  Accelerated  Construction  Program  was  announced, 
with  a  total  of  $321  million  in  constracts  established  as  the  1976 
goal.  As  of  August  2,  over  $225  million  has  been  awarded  in  various 
contracts  ranging  from  $38  million  in  highway  projects  to  nearly 
$50  million  in  water  pollution  control  facilities.  It  now  appears 
that  this  year's  $321  million  goal  will  be  reached  and  surpassed, 
with  the  total  going  perhaps  as  high  as  $400  million.  By  sensitively 
combining  and  planning  the  location  of  these  construction  projects, 
many  more  millions  of  dollars  in  private  investment  can  be  stimulated, 
which  in  turn  will  produce  long-term,  permanent  job  opportunities. 

0  Recognizing  that  many  individuals  are  unable  to  find  employment  during 
periods  of  economic  stagnation,  and  that  even  during  the  best  of  times 
some  persons  are  unemployable,  the  state  has  begun  to  investigate  the 
potential  for  using  transfer  payments  for  the  creation  of  productive 
employment  opportunities.  The  newly-established  Job  Creation  Task 
Force,  involving  the  participation  of  labor,  business,  and  community 
representatives,  is  identifying  alternative  ways  in  which  to  use  some 
of  our  existing  public  assistance  programs  to  create  jobs  without  dis- 
placing existing  labor  or  inhibiting  private  investment  opportunities, 

Although  significant  opportunities  exist  for  state  government  to  create 
new  employment,  in  fact,  the  federal  government  is  the  only  level  of  government 
capable  of  creating  a  full  employment  economy  which  provides  job  opportunities 
for  all  willing  workers.  A  commitment  in  Washington  to  national  full  employ- 
ment, in  addition  to  saving  Massachusetts'  taxpayers  several  hundred  million 
dollars  annually  in  welfare  and  unemployment  compensation,  is  the  only  sure 
avenue  to  full  and  stable  employment  for  the  Massachusetts  workforce. 


Declining  Proportion  of  Stable  WsllPaying  Jobs 

During  the  past  10  to  15  years,  the  Massachusetts  economy  has  experienced  a 
major  change  in  its  employment  structure.  During  this  period,  the  proportion 
of  stable,  well-paying  employment  opportunities  has  declined  significantly. 


35 


The  increasing  dependence  of  our  workforce  on  less-stable,  lower-paying  jobs  has 
contributed  to  higher  turnover  and  unemployment  rates  in  Massachusetts  which, 
in  turn,  have  increased  unemployment  insurance  and  public  assistance  costs  for 
our  businesses,  labor,  and  state  government.  Moreover,  when  heads-of-households 
must  settle  for  low-wage  employment,  and  as  costs-of-living  escalate,  families 
require  additional  wage  earners  to  maintain  decent  living  standards.  As  these 
supplemental  workers  enter  the  labor  market  in  search  of  a  limited  number  of 
jobs,  unemployment  further  increases. 

Although  this  structural  change  in  the  employment  composition  of  our  economy 
is  due  principally  to  the  dramatic  growth  of  our  service  economy  and  the  attri- 
tion of  manufacturing  jobs,  which  typically  pay  more  than  service  employment, 
the  critical  distinction  in  the  job  market  is  not  between  manufacturing  and  ser- 
vice jobs.  Because  many  service  industries  offer  stable,  well-paying  employment 
opportunities,  and  because  some  manufacturing  firms  provide  significant  numbers 
of  low-wage  jobs,  the  critical  distinction  in  job  creation  strategies  applies  to 
the  quality  of  a  job,  not  to  whether  it  falls  within  a  manufacturing  or  a  service 
category.  Many  service  industries  providing  quality  employment  opportunities  also 
export  a  significant  portion  of  their  services  and  capture  substantial  new  income 
for  the  Massachusetts  economy.  As  a  result,  the  state's  economic  development 
program  must  reflect  an  appreciation  for  the  important  contribution  that  service 
sector  industries  make  to  Massachusetts'  overall  economic  well-being. 

There  is  no  single  state  program  which  can  significantly  improve  the  quality 
of  employment  opportunities  within  our  economy,  and  yet  virtually  ewery   state- 
sponsored  development  activity  affects  the  quality  of  jobs  created  in  Massachu- 
setts. Owing  to  the  importance  of  new,  high  quality  jobs,  in  its  pursuit  of  this 
economic  development  program  state  government  must  endeavor  to  encourage  the 
expansion  of  those  industries  which  promise  stable  and  well-paying  jobs  and  gen- 
erate new  income  for  Massachusetts. 


High  Unemployment  Insurance  Taxes 

Massachusetts'  wage  levels  are  equivalent  to  and  often  below  those  of  other 
industrialized  states.  And  yet,  owing  to  high  unemployment  insurance  costs, 
which  have  no  relation  to  the  quality  or  productivity  of  our  workforce  and  serve 
to  inflate  labor  costs,  labor  and  business  are  unable  to  benefit  fully  from  these 
competitive  wages.  In  order  to  capitalize  on  the  opportunity  for  business  expan- 
sion afforded  by  Massachusetts'  wage  levels,  the  Commonwealth  has  initiated  sev- 
eral reforms  to  reduce  overall  unemployment  insurance  costs  and  to  improve  the 
incidence  of  these  costs  on  business. 
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To  reduce  the  overall  costs  of  its  unemployinent  insurance  program,  the 
Commonwealth  has  already  made  persons  who  voluntarily  quit  their  jobs  ineligible 
for  unemployment  compensation.  This  reform  and  other  reforms  generated  by  the 
Unemployment  Insurance  Task  Force,  now  pending  legislative  action,  will  make 
Massachusetts'  eligibility  standards  for  unemployment  benefits  more  comparable 
with  those  of  other  states. 

In  addition  to  these  reforms,  state  government  can  minimize  unemployment 
insurance  costs  to  firms  experi  enci  ng  low  turnover  rates--firms  which  typically 
provide  more  stable  and  well-paying  job  opportunities.   In  place  of  the  existing 
unemployment  insurance  tax  structure,  legislation  already  under  consideration  by 
the  Legislature  would  create  a  more  steeply  -  graduated  tax  schedule  based  on  merit. 
The  intent  of  this  measure  is  to  reduce  the  unemployment  insurance  cost  component 
of  total  labor  costs  for  employers  providing  stable,  well-paying  employment. 
These  lower  labor  costs  for  industries  with  low  turnover  rates  can  make  Massa- 
chusetts more  attractive  to  stable  and  expanding  industries  and  will  help  to 
prevent  the  loss  of  higher-paying  manufacturing  jobs.  Although  more  steeply- 
graduated  unemployment  insurance  taxes  may  compound  the  difficulties  experienced 
by  some  of  Massachusetts'  more  marginal  firms,  a  merit-based  tax  system  also 
should  serve  as  an  incentive  for  employers  to  minimize  labor  turnover  when 
feasible. 

These  reforms  in  Massachusetts'  unemployment  insurance  program  can  contri- 
bute significantly  to  the  reduction  of  labor  costs  for  firms  providing  stable 
and  well-paying  jobs.  However,  because  the  cost  of  unemployment  insurance  rests 
squarely  on  the  shoulders  of  each  state,  states  with  relatively  high  unemployment 
rates  will  continue  to  suffer  unemployment  insurance  costs  which  are  higher  than 
those  in  many  other  states.  Apart  from  a  federally-sponsored  full  employment 
program,  the  only  enduring  solution  to  the  inequitable  unemployment  insurance 
tax  placed  on  firms  with  comparable  turnover  rates  in  different  states  is  federal 
support  for  state  unemployment  insurance  funds.  This  support  should  automatically 
pertain  when  regional  unemployment  disparities  exceed  a  certain  threshold,  a  re- 
form which  the  Commonwealth  vigorously  supports. 


Structural  Obstacles 

Willing  workers  often  are  unable  to  secure  employment  even  when  suitable  jobs  are 
available.  This  condition  of  structural  unemployment  usually  results  from  one  or 
more  of  the  following  situations: 

0  A  mismatch  between  a  worker's  skills  and  the  skill  requirements  of 
available  employment  opportunities 

0  Insufficient  information  to  workers  concerning  available  job  openings 
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0  A  lack  of  worker  mobility,  especially  due  to  gaps  in  our  public  trans- 
portation system  which  impede  access  to  important  employment  centers 

To  reduce  these  obstacles  to  fuller  employment,  state  government  is  under- 
taking important  programs  in  the  areas  of  training,  job  referral,  and  public 
transportation. 


Manpower  Training 

In  many  cases,  the  inability  of  workers  to  find  suitable  employment  has 
resulted  from  a  failure  to  relate  our  employment  and  trainina  programs  to  the 
real  occupational  needs  of  Massachusetts'  employers.   In  focusing  on  certain 
occupations  which  are  not  expanding  in  Massachusetts,  employment  and  training 
programs  too  often  equip  our  youth  and  workforce  with  expectations  and  skills 
which  are  largely  unrelated  to  the  real  requirements  of  the  state's  economy. 
To  bridge  this  gap  between  training  resources  and  the  occupational  requirements 
of  our  existing  and  prospective  employers,  Massachusetts  already  has  taken  the 
following  initiatives: 

0  Reorganized  the  state's  Manpower  Services  Council  within  the  Executive 
Office  of  Economic  Affairs  to  improve  the  coordination  of  nearly  $400 
million  in  employment  training  resources  with  Massachusetts'  existing 
and  projected  occupational  needs.  To  facilitate  this  level  of  coordina- 
tion, the  Offices  of  State  Planning,  Human  Services  and  Educational 
Affairs  actively  participate  on  this  council. 

0  Established  the  Customized  Training  Program.  Through  the  innovative  use 
of  federal  funds  provided  to  Massachusetts  under  the  Comprehensive  Employ- 
ment and  Training  Act  (CETA),  the  Commonwealth  has  initiated  a  pilot 
customized  training  program.  This  program,  which  will  provide  training 
assistance  to  specific  expanding  firms,  will  serve  to  bridge  the  tradi- 
tional gap  between  job  training  and  the  real  skill  requirements  of  grow- 
ing businesses,  while  also  serving  to  accelerate  business  expansion  plans. 

0  Reformed  CETA  to  encourage  its  use  as  a  transition  program  leading  to 
unsubsidized  employment.  By  establ ishing a  "first-in-first-out  policy" 
and  limiting  participation  in  CETA  to  six  months,  Massachusetts  has  en- 
abled nearly  twice  as  many  persons  to  participate  in  this  program,  making 
it  clear  to  participants  that  these  resources  are  intended  for  training 
and  transition,  rather  than  subsidized  employment  of  unspecified  duration, 
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Job  Referral 

Many  businesses  and  workers  depend  upon  the  services  of  Massachusetts'  prin- 
cipal job  referral  agency,  the  state's  Division  of  Employment  Security  (DES). 
The  DES,  in  Massachusetts  as  well  as  in  most  other  states,  is  often  criticized 
for  its  inefficiency  and  inablility  to  instill  sufficient  confidence  in  employers 
to  register  their  better  job  openings  with  this  agency.  The  effect  of  this  lack 
of  confidence  is  a  self-sustaining  cycle  in  which  neither  employers  nor  unemployed 
workers  expect  high  quality  referrals  from  the  DES,  and  as  a  result,  this  referral 
agency  services  only  the  more  marginal  jobs  and  workers.  To  sever  this  cycle, 
the  Massachusetts'  DES  has  successfully  encouraged  a  number  of  larger  employers 
to  register  their  better-paying  job  openings  with  the  DES.   In  turn,  DES  is 
making  an  extra  effort  to  find  and  train  individuals  to  fill  these  positions. 

In  addition  to  this  program,  Massachusettts  is  working  closely  with  the 
New  England  Regional  Commission  to  implement  a  key  proposal  of  its  Task  Force 
on  Capital  and  Labor  Markets.  This  proposal  calls  for  the  coordination  of  the 
six  DES  job  banks  within  the  New  England  region,  an  arrangement  which  would 
provide  unemployed  workers  with  a  wider  range  of  information  concerning  job 
opportunities  across  state  boundaries. 


Public  Transportation 


As  a  result  of  gaps  which  exist  in  our  public  transportation  system,  many 
workers  who  do  not  own  automobiles  are  unable  to  commute  to  important  employment 
centers.  In  order  to  provide  even  better  transportation  opportunities  for 
unemployed  workers  in  many  of  our  neighborhoods  and  communities  with  dispropor- 
tionately high  levels  of  unemployment,  state  government  is  supporting  the  follow- 
ing improvements: 

0  Expansion  of  the  MBTA 

0  Establishment  and  expansion  of  other  regional  transit  authorities  to  pro- 
vide public  transportation  services  within  eight  other  Massachusetts 
metropolitan  areas 

0  Establishment  of  a  transportation- to-work  program  with  funds  from  the 
New  England  Regional  Commission.  This  pilot  project  in  Lowell  has 
been  particularly  successful  in  providing  transportation  to  and  from 
work  for  newly  hired  and  relocated  workers--especial ly  from  Lowell  to 
Route  128  firms--until  individual  travel  arrangements  can  be  made  with 
the  new  employee's  fellow  workers 
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Taken  together,  these  recent  and  proposed  activities,  which  are  intended  to 
create  more  stable  and  well -paying  jobs,  reduce  total  labor  costs,  and  remove 
obstacles  to  finding  employment,  should  allow  Massachusetts  to  capitalize  on 
one  of  its  strongest  comparative  advantages--its  ample  and  diverse  supply  of 
labor. 
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Sect  ion  4         

The  Role  of  Government 


state  and  Local  Government 


The  importance  of  strong,  effective  state  and  local  government  in  the 
Commonwealth  stems  from  the  need  to  reconcile  a  variety  of  competing  and 
sometimes  conflicting  social,  economic,  and  environmental  interests.   In  an 
urban  state  like  Massachusetts,  effective  and  responsible  government  can 
help  to  ensure  that  all  of  these  disparate  interests  are  encouraged  and  satis- 
fied to  the  fullest  possible  extent.  The  complex  demands  of  our  nearly  six 
million  residents  require  no  less. 

Although  the  Massachusetts  economy  is  part  of  a  larger  federal  economic 
system,  the  Commonwealth's  comparative  performance  within  that  system  is 
determined,  in  part,  by  the  attitudes  and  practices  of  state  and  local  govern- 
ment regarding  fiscal  management,  taxation,  regulation,  and  public  invest- 
ment. Living  strictly  within  their  means,  state  and  local  government  must 
maintain  the  Commonwealth's  rich  tradition  of  social  and  environmental  respon- 
sibility while  maximizing  the  opportunities  for  economic  growth.  The  facili- 
ties, jobs,  and  products  flowing  from  that  growth  will  lessen  the  demand  for 
certain  public  assistance  programs  while  providing  the  revenue  base  necessary 
for  Massachusetts  to  support  a  vigorous  program  of  government  activities. 


Fiscal  Responsibility  at  the  State  Level 


An  essential   prerequisite  to  good  government  is  responsible  fiscal 
management--that  is,  the  process  of  developing  and  pursuing  programs  which 
meet  the  needs  of  the  people  and  which  the  state  can  afford.     During  1975, 
Massachusetts  faced  a  fiscal   crisis  of  unprecedented  proportions.     Poor 
financial  management  and  over-spending  in  previous  years  had  left  state  govern- 
ment with  $530  million     in  unpaid  bills.     Massachusetts'   ability  to  sell 
notes  and  bonds  to  finance  essential   public  facilities  was  seriously  threatened, 
Fortunately,  the  Commonwealth  faced  up  to  its  responsibilities  by  bringing 
state  programs  into  line  with  realistic  revenue  projections  and  by  settling 
its  outstanding  obligations. 

As  a  result  of  these  efforts,  Massachusetts  reported  a  small   surplus 
for  Fiscal   Year  1976  and  has  a  balanced  budget  for  FY  1977  as  well.     In  addi- 
tion, legislative  approval  of  a  basic  restructuring  of  the   state's  debt  has 
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enabled  the  Commonwealth  and  its  independent  agencies  to  reduce  their  short- 
term  capital  requirements  and  regain  access  to  the  bond  market.  Meanwhile, 
recognizing  that  the  Commonwealth's  borrowing  capacity  as  well  as  its  levels 
of  taxation  are  critically  affected  by  state  government's  ability  to  control 
its  operating  costs,  a  policy  of  controlled  employee  attrition  has  reduced 
the  number  of  state  employees  for  the  first  time  in  recent  history. 

Having  charted  the  difficult  course  and  having  made  the  hard  decisions 
which  enabled  state  government  to  emerge  shaken,  but  intact,  after  months 
of  fiscal  difficulty,  the  Commonwealth  must  take  steps  to  ensure  that  this 
state  never  again  faces  a  situation  of  such  gravity.  There  is  an  ongoing 
challenge  to  stabilize  the  cost  of  government  while  still  meeting  the  legiti- 
mate needs  of  the  Commonwealth's  citizens. 


The  Governor's  Management  Task  Force 

The  basis  for  providing  state  services  more  efficiently  and  effectively 
is  A  Management  Plan  for  Massachusetts,  produced  by  the  Governor's  Management 
Task  Force  in  May  of  this  year.     The  Task  Force,  organized  as  a  private,  non- 
profit corporation  and  financed  by  contributions  from  Massachusetts  business 
and  industry,  conducted  an  intensive  12-week  review  of  state  government  opera- 
tions.    A  full-time  Task  Force  staff  of  77  management  specialists,  whose 
salaries  and  expenses  were  paid  by  their  respective  employers,  examined  the 
administrative,    organizational,   and  management  practices  utilized  by  Executive 
agencies  to  fulfill   their  missions. 

The  Task  Force's  final   report  contains  more  than  800  specific  recommenda- 
tions for  the  improved  management  of  Massachusetts  state  government.     The 
Governor  has  instructed  his  Cabinet  Secretaries  to  formulate  specific,  agency- 
by-agency  implementation  plans,  drawing  upon  the  best  of  the  Task  Force  sug- 
gestions and  incorporating  them  into  a  detailed  plan  for  each  Secretariat. 
In  addition  to  these  agency-by-agency  reform  programs,  fundamental   reforms 
will   be  advanced  in  four  broad  areas  that  affect  virtually  all   of  state  govern- 
ment--data  processing  and  computer  operations;  labor  utilization  and  work 
standards;  budget  and  personnel   procedures;  and  the  organization  and  structure 
of  state  government. 
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Social  Welfare  Reforms 

The  state's  human  service  programs  represent  a  great  challenge  to 
government  in  Massachusetts.  Nowhere  is  it  more  important  to  fill  the  unmet 
needs  of  the  Commonwealth's  residents  while  at  the  same  time  improving  the 
efficiency  and  reducing  the  cost  of  service  delivery.  In  time  of  economic 
hardship  the  problem  becomes  even  more  acute:  reduced  employment  opportunities 
cause  more  and  more  individuals  to  turn  to  the  state  for  assistance  even  while 
the  state  revenues  needed  to  provide  that  assistance  begin  to  fall  off. 

In  response  to  this  challenge,  Massachusetts  has  begun  to  pioneer 
major  structural  reforms  in  its  traditional  social  welfare  programs.  State 
government  has  launched  a  pilot  program  to  create  new  jobs,  which  will  not 
compete  with  private  sector  employment,  for  recipients  of  state-administered 
public  assistance  programs--cash  transfers,  training  and  social  service  sup- 
port--by  using  these  resources  to  subsidize  wages  for  new  productive  employ- 
ment opportunities.  The  conversion  of  such  assistance  programs  as  General 
Relief,  AFDC,  and  social  rehabilitation  assistance  to  wage  subsidies  establishes 
a  twofold  benefit  for  the  economy:  clients  secure  job  training  and  experi- 
ence and  a  sense  of  personal  worth  keyed  to  actual  jobs,  and  the  state  re- 
ceives new  revenues  and  secondary  employment  benefits  resulting  from  the 
production  of  valuable  goods  and  services.  Several  demonstration  projects 
are  already  underway  with  the  participation  of  clients  of  our  welfare,  youth 
services,  and  corrections  departments.  These  participants  are  now  productively 
employed  in  winterizing  homes  in  lower-income  neighborhoods  and  recycling 
glass  and  other  resources.  In  order  to  expand  the  scope  of  these  supported 
work  opportunities,  some  of  these  programs  including  AFDC,  supplemental  so- 
cial security,  and  certain  disability  insurance  programs  require  changes  in 
federal  regulation  and  statute.  Massachusetts  must  continue  to  press  for, 
these  changes. 


Fiscal  Responsibility  at  the  Local  Level 


With  local  government  collecting  about  one-half  of  all  public  revenues 
in  the  Commonwealth,  local  reforms  in  fiscal  management  and  expenditure  con- 
trol clearly  are  a  necessary  complement  to  reforms  at  the  state  level.  Al- 
though the  ultimate  responsibility  for  such  self-discipline  rests  with  local 
citizens  and  their  elected  officials,  a  variety  of  factors  sometimes  combine 
to  compromise  their  ability  to  exercise  control  over  local   finances.     Among 
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these  are: 

0  The  absence  or  shortage  of  full-time,  professional  staff, 
especially  among  small  communities 

0  The  autonomy  of  local  school  committees  from  the  general 
budgeting  process 

0  The  lack  of  economies  of  scale  in  purchasing  and  providing 
services  such  as  sanitation  and  sewage  treatment 

0  State-mandated  programs,  over  which  communities  can  exert 
little  expenditure  control,  and  which  are  not  satisfactorily 
funded  by  the  state 

0  "Expenditure-driven"  reimbursement  programs  that  reward  high 
spending  communities 

0  State  capital  investment  programs,  such  as  those  for  pollu- 
tion control  facilities  and  school  building  assistance,  which 
sometimes  impose  unnecessary  costs  on  local  government. 

In  response  to  this  last  condition,  recognizing  the  significant  short- 
and  long-term  fiscal  implications  of  state-administered  investment  programs 
on  local  communities,  the  Commonwealth  has  increased  the  flexibility  of  many 
of  its  capital  investment  programs  to  better  match  local  needs  and  to  avoid 
the  imposition  of  unnecessary  borrowing  and  operating  costs  on  local  govern- 
ment. 

Also  recognizing  the  complexity  of  factors  which  inhibit  local  expen- 
diture control,  state  government  has  assembled  many  of  the  most  capable  and 
experienced  local  officials  in  Massachusetts  to  define  these  factors  clearly 
and  to  formulate  practical  proposals  for  their  solution.  Through  the  Governor's 
Local  Government  Advisory  Committee,  the  state  systematically  is  reviewing  those 
of  its  own  laws  and  administrative  regulations  which  unnecessarily  inflate 
local  expenditures  and  inhibit  sound  fiscal  planning  in  our  communities. 
These  reforms  providing  greater  local  expenditure  control  are  a  necessary 
precondition  for  controlling  levels  of  local  taxation. 


Taxation 


A  key  determinant  of  both  the  business  climate  and  the  cost  of  living 
in  Massachusetts  is  the  level  and  composition  of  taxes  imposed  by  state  and 
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local  government.  The  most  notable  feature  of  Massachusetts'  current  sys- 
tem of  taxation  is  the  overall  burden  that  it  places  on  individuals  and 
businesses  in  the  Commonwealth  as  compared  to  other  states.  Measured  as  a 
proportion  of  personal  income,  state  and  local  taxes  on  individuals  in 
Massachusetts  have  moved  from  a  national  ranking  of  20th  in  1968  to  among 
the  top  five  states  in  1975.  The  Commonwealth's  comparatively  high  levels 
of  property  and  personal  income  taxation,  in  particular,  are  responsible 
for  this  high  ranking. 

Thus,  our  foremost  goal  in  reforming  Massachusetts'  current  system  of 
taxation  must  be  to  stabilize  and,  if  possible,  to  reduce  the  overall  tax 
burden  on  individuals  and  businesses  in  this  state,  A  necessary  first  step 
toward  achieving  that  goal  entails  carefully  controlling  the  rate  of  growth 
of  state  and  local  expenditures  in  Massachusetts. 

Responsible  fiscal  management  at  both  the  state  and  local  levels  is 
an  essential  prerequisite  to  living  within  the  expenditure  controls  that 
Massachusetts  must  adopt.  As  outlined  in  the  previous  section,  state  and 
local  government  already  have  begun  to  improve  their  ability  to  forecast 
and  control  expenditures.  It  is  through  these  efforts  that  the  foundation 
for  real  tax  reform  in  Massachusetts  will  be  laid. 

In  addition,  it  is  important  to  acknowledge  that  Massachusetts'  ability 
to  live  within  self-imposed  ceilings  on  the  rate  of  growth  in  state  and  local 
expenditures  depends  upon  its  ability  to  weather  downturns  in  the  national 
business  cycle.  Typically,  the  Commonwealth  experiences  rising  public 
assistance  costs  and  a  falling-off  of  revenues  during  periods  of  national 
economic  recession.  The  only  way  to  meet  the  increased  public  assistance 
costs  caused  by  these  unpredictable  but  periodic  national  recessions  is 
to  accumulate  a  surplus  in  the  state  treasury  or  to  receive  federal  counter- 
cyclical assistance,  or  some  combination  of  both.  Massachusetts  is  working 
on  both  fronts  by  producing  a  modest  surplus  for  the  second  consecutive 
fiscal  year  in  1977,  and  by  lobbying  in  Washington  for  a  federal  program  of 
countercyclical  aid  to  states  affected  by  national  economic  downturns. 


Tax  Reform 

The  key  to  serious  tax  reform  in  Massachusetts  is  property  tax  relief. 
Massachusetts'  reliance  on  the  property  tax  is  excessive  when  compared  to 
other  states,  both  in  terms  of  the  proportion  of  overall  state  and  local 
revenues  that  it  generates,  which  is  approximately  50  percent,  and  in  terms 
of  the  actual  rates  of  taxation  on  real  property  that  it  entails,  which  are 
among  the  highest  in  the  nation.  Moreover,  the  oroperty  tax  is  highly  regres- 
sive and  discourages  investment  in  residential,  commercial,  and  industrial 
facilities.  In  addition,  the  property  tax  discourages  private  investment 
where  we  need  it  most.  New  development  naturally  is  attracted  to  communities 
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with  comparatively  low  tax  rates  rather  than  to  those  cities  and  towns  most 
in  need  of  an  expanded  tax  base.  Sensible  land  use  planning  is  thwarted, 
and  inter-municipal  rivalries  are  aggravated  as  communities  vie  for  low  cost, 
high-revenue  development.  In  addition,  the  property  tax  is  a  chief  contri- 
buting factor  to  Massachusetts'  high  housing  costs.  And  finally,  with  the 
implementation  of  full  valuation,  continued  reliance  on  the  property  tax  is 
likely  to  create  considerable  economic  instability  in  our  older  cities. 

All  of  these  considerations  argue  for  systematic  and  substantial  prop- 
erty tax  reform  in  Massachusetts.  The  first  step  toward  property  tax  reform 
is  to  control  carefully  the  rate  of  growth  in  state  and  local  expenditures. 
Then  the  state  must  begin  to  shift  some  of  the  revenue  burden  from  the  prop- 
erty tax  to  other  broader-based,  more  progressive  state  taxes,  including  a 
moderately  graduated  income  tax.  Finally,  Massachusetts  must  commit  itself 
to  working  for  federal  programs  for  basic  welfare  reform,  full  employment, 
and  national  health  insurance.  These  reforms  would  result  in  hundreds  of 
millions  of  dollars  in  savings  for  state  government  that  could  be  passed  along 
in  the  form  of  property  tax  relief. 

Meanwhile,  the  Governor's  Local  Aid  Task  Force  has  begun  to  examine 
methods  of  redistributing  the  existing  property  tax  burden  more  equitably. 
Formulae  for  the  distribution  of  local  aid  require  comprehensive  review  and 
revision  in  that  they  currently  serve  to  aggravate  an  already  acute  im- 
balance of  resources  among  the  state's  cities  and  towns.  For  example,  state 
aid  for  special  education  costs  under  Chapter  766  tends  to  reward  those 
communities  which  spend  more  on  education.  There  is  no  adequate  considera- 
tion of  local  tax  base  differentials,  which  would  reveal  the  actual  compara- 
tive ability  of  individual  nunicioalities  to  bear  special  education  costs. 
Reforms  in  this  area  and  in  the  others  mentioned  above  must  proceed  con- 
currently if  the  excessive  burden  of  local  property  taxes  is  to  be  reduced 
in  Massachusetts. 


Regulation 


In  addition  to  taxation,  government  regulation  of  private  sector  ac- 
tivity has  a  significant  impact  on  the  overall  condition  of  the  state's 
economy.  Government  regulation  is  essential  if  the  public's  interest  in 
statewide  standards  concerning  the  location  and  quality  of  growth  and  develop- 
ment is  to  be  upheld.  However,  in  maintaining  those  standards,  state  govern- 
ment must  do  everything  within  its  power  to  ensure  that  concern  over  the 
qualitative  aspects  of  economic  activity  does  not  stifle  legitimate  opportuni- 
ties for  growth  and  development  in  Massachusetts.  If  state  regulatory  pro- 
grams are  to  be  administered  properly ,  then  provisions  for  their  adequate 
staffing  must  be  included  in  future  budgets. 
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Development  Permitting 


The  state  development  permitting  process  is  one  area  where  government 
regulation  directly  affects  not  only  the  quality  of  growth,  but  the  amount 
of  private  sector  time  and  capital  which  must  go  toward  supporting  it.  Ap- 
proximately half  of  the  state's  development- related  permits  are  administered 
by  the  Massachusetts  Department  of  Environmental  Quality  Engineering.  A 
total  administrative  overhaul  of  all  permits  within  DEQE  will  be  completed 
on  August  15,  1976,  and  should  result  in  a  simplified,  far  more  streamlined 
permitting  process  within  that  agency.  Other  state  permit-granting  agencies 
will  be  asked  to  conduct  similar  administrative  reviews  and  reforms  as  soon 
as  possible,  and  the  Local  Government  Advisory  Committee  will  be  asked  to 
propose  comparable  reforms  for  the  locally-administered  permitting  process. 


Blue  Laws 

Any  discussion  of  removing  obstacles  to  economic  development  activity 
in  Massachusetts  inevitably  involves  the  state's  "Blue  Laws,"  which  date 
back  to  colonial  times  and  place  tight  restrictions  on  a  number  of  commercial 
activities,  including  retail  and  package  store  business  on  Sunday.  The  econo- 
mic benefits  of  repealing  the  Blue  Laws  are  clear:  the  average  weekly  sales 
of  stores  staying  open  on  Sunday  could  rise  by  as  much  as  9  percent;  employ- 
ment (some  at  overtime  rates)  will  increase;  border  communities  no  longer 
will  face  unrestrained  competition  from  neighboring  states  with  more  liberal 
laws;  and  sales  and  income  taxes  alone  could  add  millions  of  dollars  to  state 
revenues. 

An  example  of  the  economic  benefits  that  can  result  from  less  restric- 
tive regulation  is  last  year's  ruling  by  the  Alcoholic  Beverage  Control  Com- 
mission allowing  the  state's  liquor  stores  to  advertise  prices,  which  has 
enabled  Massachusetts  to  recapture  millions  of  dollars  of  out-of-state  sales. 
This  kind  of  thorough  reassessment  of  the  economic  implications  and  overall 
benefits  of  special  restrictions  by  regulatory  agencies  will  be  initiated 
throughout  state  government. 
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Public  Investment 

The  state's  public  investment  policies  are  key  determinants  of  economic 
activity  in  Massachusetts.  Many  thousands  of  construction  jobs  are  created 
as  a  direct  result  of  state  investments  in  highway  and  transit  improvements, 
housing,  wastewater  treatment  facilities,  and  state-owned  and  operated  hos- 
pitals, schools,  and  office  buildings.  Additional  employment  opportunities 
are  created  as  a  result  of  an  increased  demand  for  services  and  supplies  in 
support  of  state-sponsored  construction  projects. 

But  the  impact  of  public  investments  goes  far  beyond  the  creation  of 
construction  jobs.  These  expenditures  significantly  influence  the  character, 
location,  and  level  of  economic  activity  in  Massachusetts.  Through  the  Office 
of  State  Planning  and  the  coordinated  efforts  of  the  Cabinet  Secretaries, 
state  government  is  working  to  ensure  that  Massachusetts'  investments  lead 
to  increased  levels  of  private  investment  and  well -planned,  efficient  de- 
velopment patterns.  Such  attention  to  both  the  immediate  and  longer-term 
impacts  of  state  investments  is  vital  to  a  better  Massachusetts  economy. 

By  coordinating  the  implementation  of  public  investment  programs  in 
accord  with  a  sound  locational  policy,  state  government  can  stimulate  millions 
of  dollars  of  private  investment  in  response  to  its  public  investments.  We 
need  only  to  look  at  the  private  development  generated  along  our  highways, 
on  the  Boston  Waterfront,  along  the  Red  Line  extension  to  Quincy,  and  in 
several  of  our  city  centers  to  be  assured  of  the  value  of  this  approach.  In 
accord  with  this  policy,  and  in  order  to  maximize  related  investment,  state 
government  has  played  a  key  role  in  developing  major  projects  such  as  Lowell 
Heritage  State  Park,  Revere  Beach,  Park  Plaza,  and  the  Charlestown  Naval  Ship- 
yard. 
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Federal -State  Relations 


Federal  regulatory  and  facility  investment  decisions  exert  an  enor- 
mous influence  over  the  Massachusetts'  economy.   For  instance,  the  Inter- 
state Commerce  Commission's  discriminatory  tariff  on  containerized  rail 
freight  shipped  from  Boston  places  Massachusetts'  major  port  at  a  significant 
disadvantage  in  its  competition  with  other  East  Coast  ports  for  general  cargo; 
and  Department  of  Defense  decisions  to  close  military  bases  in  this  state 
made  an  already  serious  unemployment  problem  worse.  Apart  from  these  sorts 
of  regulatory  and  investment  decisions  and  their  impact  on  the  state  economy, 
the  $60  billion  system  of  federal  grant-in-aid  programs  is  a  critically  im- 
portant source  of  revenue  for  the  Commonwealth.  Clearly,  state  government 
must  maintain  an  active  presence  in  Washington  to  ensure  that  federal  pro- 
grams and  policies  are  responsive  to  Massachusetts'  needs. 

The  Lieutenant  Governor's  Office  of  Federal-State  Relations  provides 
Massachusetts  with  just  such  a  presence.  Working  closely  with  the  state's 
Congressional  delegation,  this  office  monitors  the  substance  and  status  of 
legislation  as  it  affects  Massachusetts  and  maintains  close  contacts  with 
the  many  administrative  agencies  whose  regulatory  and  investment  decisions 
are  of  such  importance  to  Massachusetts. 

The  Lieutenant  Governor's  Office  also  is  responsible  for  coordinating 
state  relations  with  other  New  England  states.   In  this  regard,  work  with 
the  New  England  Governor's  Council  and  the  New  England  Regional  Commission 
has  helped  to  establish  a  more  united  and  powerful  regional  lobby  in  Washing- 
ton. A  growing  recognition  among  New  England  states  that  they  share  a  number 
of  region-wide  economic  problems  is  likely  to  make  this  regional  approach 
to  common  difficulties  even  more  important  and  of  greater  utility  in  the 
future. 

One  particularly  intriguing  opportunity  for  regional  cooperation  is  the 
challenge  to  restructure  federal  grant-in-aid  programs  to  substantially 
redirect  federal  funds  to  urbanized  states  and  regions  such  as  Massachusetts 
and  New  England.  The  justification  for  restructuring  these  grant-in-aid 
programs,  which  constitute  one-sixth  of  the  entire  federal  budget,  is  not 
to  be  found  in  the  victimization  of  Massachusetts  and  New  England  as  a 
result  of  some  "sunbelt  state"  conspiracy.  In  fact,  analysis  indicates  that 
although  per  capita  federal  receipts  once  favored  Southern  and  Western  states, 
they  now  slightly  favor  the  mature,  industrialized  states  of  the  Northeast 
and  Midwest.  However,  in  proportion  to  need,  as  determined  by  the  actual 
scope  and  severity  of  the  social  and  economic  problems  confronted  by  these 
states,  and  as  determined  by  their  ability  to  pay  for  programs  to  address 
these  problems,  older  industrialized  states  such  as  Massachusetts  are 
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receiving  far  less  than  their  fair  share  of  federal  grants-in-aid. 

Massachusetts  willingly  accepts  the  challenge  to  rally  public  and  pri- 
vate sector  leaders  from  this  state  and  across  New  England  to  frame  a  com- 
prehensive strategy  to  obtain  a  fair  share  of  federal  funds  for  this  region. 
Pursued  successfully  and  in  conjunction  with  numerous  other  initiatives 
appropriate  for  regional  action,  this  strategy  could  provide  Massachusetts 
and  New  England  with  a  considerable  economic  boost  by  transferring  some  of 
the  burden  of  high  public  sector  costs  to  the  Federal  Government. 
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Sections 

Priorities  and  Implementation 


Priorities 


The  economic  development  plan  set  forth  in  previous  sections  of  this 
document  represents  a  systematic  attemot  on  the  part  of  state  government 
to  address  the  underlyinq  structural  oroblems  of  the  Massachusetts  economy. 
Althouqh  virtually  every   action  taken  by  state  qovernment  has  an  economic 
consequence,  this  plan  is  built  around  those  nolicy  and  program  initiatives 
that  attack  the  Commonwealth's  economic  problems  most  directly  and  thereby 
offer  the  people  of  Massachusetts  their  best  hope  for  more  jobs  and  hiqher 
incomes. 

From  amonq  the  hundred  or  so  proposals  advanced  in  this  document, 
most  of  which  already  are  at  some  stage  of  investigation  or  implementation, 
it  was  necessary  to  select  a  comparative  few  for  priority  attention.  Selec- 
tion of  these  priorities  is  not  intended  to  suqqest  that  state  qovernment 
will  neqlect  the  manv  other  policy  and  program  initiatives  discussed  in  the 
body  of  this  document.  To  the  extent  that  resources  allow,  all  will  be 
pursued  as  Potential  stimulants  to  the  state's  economy. 

Priority  status  was  assiqned  to  those  proposals  that  scored  best  when 
measured  aqainst  the  followino  criteria: 

0  will  lead  to  the  creation  of  a  substantial  number  of  new  jobs 

0  will  reduce  or  stabilize  basic  household  and/or  business  costs 

0  will  triqqer  substantial  new  private  investment 

0  will  have  a  short-term  economic  impact 

Not  all  of  the  priorities  listed  below  scored  well  when  measured  anainst 
each  criterion.  It  was  clear,  for  instance,  that  support  for  OCS  exploration 
and  development  would  be  of  neqliqible  short-term  benefit  to  the  Massachusetts 
economy.  And  yet,  qiven  a  state  commitment  to  plan  and  prepare  now,  the  lonn- 
term  economic  benefits  in  terms  of  new  jobs  and  increased  private  investment 
could  be  enormous.  In  this  case,  the  possibility  of  substantial  long-term 
rewards  justified  assigning  priority  status  to  Massachusetts'  efforts  to  sup- 
port the  OCS  exploration  and  development  process.  Although  use  of  objective 
criteria  helped  to  quantify  the  priori ty-settinq  process,  trade-offs  such  as 
the  one  described  above  necessarily  entailed  an  element  of  subjective  judg- 
ment. In  a  yery   real  sense,  then,  the  priorities  set  forth  below  are  those 
of  the  Governor  and  his  Development  Cabinet.  * 
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ECONOMIC  DEVELOPMENT  PRIORITIES  FOR  MASSACHUSETTS 


ENERGY 


PRIORITY:  To  Pursue  An  Aggressive  Program  To  Increase  Energy  Savings 
And  Energy  Efficiency 

Such  a  program  can  help  to  stabilize  Massachusetts'  over- 
all energy  costs  by  reducing  the  total  amount  of  fuel  con- 
sumed at  the  individual  firm  or  household  level,  without 
adversely  affecting  comfort,  productivity,  or  profitability. 
In  addition,  increased  energy  savings  and  energy  efficiency 
can  stimulate  the  state's  economy  by  reducing  expenditures 
on  imported  fuels,  thereby  retaining  money  within  the 
state;  by  reducing  the  need  for  new  energy  facilities, 
thereby  freeing  capital  and  income  for  other  needs;  and  by 
increasing  jobs,  especially  among  the  building  trades,  through 
the  installation  of  energy-efficient  improvements  such  as  in- 
sulation, storm  windows,  and  weatherstripping.  Under  the 
Energy  Policy  and  Conservation  Act  of  1975,  the  state  will 
develop  a  comprehensive  energy  conservation  plan  to  assist 
residential,  commercial,  industrial,  and  institutional  con- 
sumers to  achieve  the  twin  goals  of  increased  energy  savings 
and  energy  efficiency. 


NEXT  STEPS:  A. 


B. 


Continue  disseminating  information  on  energy 
saving  techniques  to  residential,  commercial, 
and  industrial  users,  and  continue  to  provide 
technical  assistance  to  municipal  officials. 

Follow  up  on  Project  Conserve  to  stimulate  the 
purchase  of  energy  efficiency  improvements  by 
homes  and  businesses. 


D. 


Maintain  the  state's  own  energy  conservation  pro- 
gram to  cut  overall   consumption  within  state 
government  by  20  percent. 

Incorporate  strong  incentives  for  energy  conserva- 
tion within  future  electric  rate  reforms. 


Develop  thermal  efficiency  standards  for  new  con- 
struction;  lighting  standards  for  public  buildings; 
car  and  van  pooling  programs;  and  new  energy-sensi- 
tive government  orocurement  practices. 
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F.      Implement  a  statewide  resource  recovery  program 
as   recommended  in  the  state's  solid  waste  manaae- 
ment  plan.      In  converting  solid  waste  to  electri- 
city under  the  state  plan,   the  state  could  dis- 
place the  consumption  of  some  four  million  bar- 
rels of  oil   annually  in  Massachusetts,   recap- 
turing millions  of  dollars  for  the  state's 
economy;   stimulate  aoproximately  $500  million  in 
private  investment;   and  create  4,000  oerson-years 
of  construction  employment  and  600  oermanent  jobs 

PRIORITY:     To  Press   for  the  Re-Regulation  of  Natural   Gas 

Massachusetts   is  heavily  dependent  on  imported  residual   oil 
which   is  three  times  more  expensive  than  the  regulated 
natural   gas  used  by  competitors   in  the  Southern  and  Mid- 
western states.     The  re-regulation  of  natural   gas  to  allow 
a  gradual    increase  in  price,  combined  with  adeguate  safe- 
guards against  pricing  abuses  will   bring  about  closer 
parity  between  oil   and  gas  prices.       Re-regulation  along 
these  lines  is  the  most  significant  sten  that  can  be  taken 
to  bring  the  overall  energy  costs  of  Massachusetts  and  New 
England  into  line  with  those  of  other  states  and  reaions 
across   the  country. 

NEXT  STEPS:     A.     Support  current  Congressional   efforts  to  re-regu- 
late the  Drice  of  natural   gas.     Work  toward  this 
end  must  oroceed  in  cooperation  with  the  Massa- 
chusetts Congressional   delegation,   NERCOM,  and 
the  New  Emland  and  National   Governor's  Councils. 


PRIORITY:     To  Support  Exploration  for  Oil   and  Gas  on  Georges  Bank 

Active  support  for  exploration  and  development  of  potential 
oil   and  gas   reserves  on  Georges  Bank  necessarily  entails  a 
high  degree  of  speculation.     However,  a  significant  find 
could  produce  substantial   numbers  of  new  jobs  and  private 
investment  in  Massachusetts'    coastal   communities   as   a  re- 
sult of  OCS-related  on-shore  development.     Moreover,  dis- 
covery of  commercially  recoverable  reserves  of  natural   gas 
would  improve  the  Commonwealth's  access  to  this   important 
fuel,  the  current  cost  of  which  includes  an  extremely  high 
transportation  component. 

NEXT  STEPS:     A.     Render  technical   assistance  to  communities  po- 
tentially affected  by  OCS  exnl oration  and  de- 
velopment to  help  them  determine  ways  to  maxi- 
mize the  benefits  and  minimize  any  adverse  im- 
pacts of  future  on-shore  activity. 
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B.  Render  technical  assistance  to  firms  involved 
in  the  OCS  exploration  and  development  process 
to  secure  as  many  of  the  jobs  and  ancillary  eco- 
nomic benefits  for  Massachusetts  as  possible. 

C.  Put  Massachusetts  on  record  nationally,  through 
personal  and  media  contacts,  as  beinq  ready, 
willinq,  and  able  to  host  firms  enqaaed  in  OCS 
exploration  and  development. 

D.  Continue  to  press  for  passage  of  federal  OCS 
legislation  which  would  guarantee  Massachusetts 
and  other  coastal  states  a  qreater  role  in  the 
off-shore  oil  and  qas  leasing  orocess  and  enable 
the  Commonwealth  better  to  orotect  vital  envir- 
onmental, fishing,  and  tourism  interests;  and 
under  recent  amendments  to  the  CZM  Act,  utilize 
federal  funds  to  assist  any  Massachusetts  com- 
munities adversely  affected  by  OCS  exploration 
and  development. 


PRIORITY:  To  Establish  Massachusetts  as  a  Home  Base  for  Innovative 
Energy  Industries,  Especially  the  Solar  Industry 

The  solar  energy  industry  is  but  one  of  a  number  of  innova- 
tive energy  industries  that  are  establishing  themselves  in 
response  to  national  and  international  needs.   If  Massachu- 
setts can  become  a  major  home-base  for  these  new  industries, 
at  least  some  of  which  are   likely  to  experience  hiqh  qrowth 
over  the  next  decade,  the  benefits  in  terms  of  increased 
employment  alone  could  be  significant.  The  state's  pri- 
mary responsibilities  in  this  area  are  to  increase  the 
flow  of  federal  energy  research  and  development  dollars 
to  Massachusetts  firms  and  to  assist  in  the  oromotion  and 
demonstration  of  existing  technology  in  order  to  bolster 
the  market  for  new  energy  equipment  and  devices. 

NEXT  STEPS:  A.  Establish  a  close  working  relationship  with  the 

U.S.  Enerqy  Research  and  Development  Administra- 
tion and  Dush  for  the  soeedy  creation  of  a  Mew 
Enqland  regional  office  of  ERDA  in  Massachusetts. 
A  reqional  ERDA  office  will  better  be  able  to 
service  the  specific  energy  needs  of  New  England 
and  should  improve  the  ability  of  Massachusetts 
firms  to  secure  federal  energy  R&D  dollars. 

B.   In  conjunction  with  the  Capital  Formation  Task 
Force,  exolore  the  possiblity  of  new,  improved 
state  finance  mechanisms  to  provide  start-up 
capital  to  high  technology  firms  engaged  in 
the  production  of  new  energy  devices. 
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Push  for  the  demonstration  of  alternative  energy 
systems  in  public  buildings  through  the  institu- 
tion of  life-cycle  costing  measures. 

Continue  to  work   to  have  New  England  designated 
as   the  site  for  the  nation's   Solar  Enerqy  Re- 
search  Institute. 


CAPITAL 


PRIORITY:  To  Activate  Existing  State  Development  Finance  Programs  Such 
as  the  Community  Development  Finance  Corporation  (CDFC)  and 
the  Massachusetts  Industrial  Mortgage  Insurance  Agencv  (MIMIA) 

CDFC,  enacted  into  law  in  1975,  is  designed  to  serve  as  one 
vehicle  for  the  provision  of  equity  and  debt  capital  to 
businesses  in  economically  depressed  areas  of  the  Common- 
wealth. Although  the  CDFC  entity  has  been  statutorily- 
established,  it  currently  remains  unfunded. 

MIMIA,  which  is  designed  to  stimulate  the  availability  of 
mortgage  financing  to  industrial  firms,  has  received  a 
S2  million  appropriation  for  its  insurance  funds  and 
$70,000  for  staffing.  The  Board  of  Directors  and  staff 
of  MP1IA  have  yet  to  be  appointed. 

Taken  together,  these  two  new  financing  vehicles  will 

enable  many  Massachusetts  firms  to  obtain  lower  cost 

capital  ^or   the  expansion  of  economic  activity  in  the 

Commonwealth. 

NEXT  STEPS:  A.  Secure  legislative  authorization  of  a  $10  mil- 
lion bonding  authorization  for  CDFC. 

B.  Provide  the  newly  appointed  Board  of  Directors 
of  CDFC  with  the  guidance  and  assistance  neces- 
sary to  engage  in  many  development  activities 
in  key  areas  around  the  state. 

C.  Appoint  a  Board  of  Directors  for  the  MIMIA 
and  use  its  $2  million  appropriation  to  begin 
insuring  loans  for  industrial  expansion  as  soon 
as  possible. 
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PRIORITY:  To  Develop  and  Implement  a  Comprehensive  State  Program  of 
Financing  Mechanisms  for  Economic  Development  Through  the 
Capital  Formation  Task  Force 

The  Caoital  Formation  Task  Force  is  now  reviewina  and  re- 
fining a  number  of  new  initiatives  that  will  build  upon 
and  complement  the  recently  enacted  CDFC  and  MIMIA  mechan- 
isms. Four  sub-committees  are  preoaring  soecific  short- 
term  proposals  to  remedy  caoital  needs  for  new  business 
development,  expansions  of  existing  industry,  and  devel- 
opment in  depressed  areas,  and  to  revise  the  state's  tax 
laws.  All  of  these  proposals  are  intended  to  make  Massa- 
chusetts competitive  with  other  states  in  the  financing 
options  and  tax  provisions  offered  to  businesses.  A 
larger  objective  is  to  orovide  Massachusetts  with  a 
comprehensive,  well  integrated  set  of  financing  tools 
that  will  be  unsurpassed  by  any  state. 

NEXT  STEPS:  A.  Through  the  Task  Force,  review  the  efficacy  of 

existing  tax  incentives  for  business  in  Massa- 
chusetts with  a  view  toward  revising  or  re- 
pealing those  which  are  not  serving  a  useful, 
cost-effective  purpose. 

B.  Complete  the  deliberations  of  the  Capital 
Formation  Task  Force  on  the  details  of  each 
of  the  proposals  emanating  from  the  four 
sub-committees. 

C.  Prepare  draft  legislation  for  each  of  the  pro- 
posals approved  by  the  Task  Force. 

D.  Submit  the  Task  Force's  legislative  proposals 
to  the  Governor  and  Legislature  for  final  re- 
view, approval,  and  enactment. 


PRIORITY:  To  Establish  a  New  England  Capital  Corporation,  as  Proposed 
by  the  New  England  Regional  Commission 

A  New  England  Capital  Corporation  (NECC),  which  would 
complement  the  programs  recommended  by  the  Capital  For- 
mation Task  Force,  currently  is  under  consideration  by  the 
New  England  Regional  Commission.  With  the  approval  of 
$133,000  for  the  further  development  of  the  proposal  ori- 
ginally drawn  up  by  NERCOM's  Task  Force  on  Capital  and 
Labor  Markets,  a  full  description  and  analysis  of  the 
means  of  establishing  such  an  entity,  including  its  or- 
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qanizational  framework  and  operating  orocedures,  should 
soon  be  available  for  review  bv  the  New  England  Governors 


NEXT  STEPS:   A. 


B. 


Actively  assist  in  the  nreoaration  of  NERCOM's 
implementation  plan  for  the  New  England  Capital 
Corporation. 

Review  and  revise  the  plan  to  ensure  consistencv 
with  the  existing  and  prooosed  financing  mechan- 
isms in  Massachusetts. 


TRANSPORTATION 


C.  Approve  and  implement  the  NECC  plan 


PRIORITY:  To  Award  at  Least  $200  Million  in  Construction  Contracts 
for  Highway  and  Transit  Projects  in  1976,  and  to  Sustain 
or  Increase  that  Level  of  Effort  in  Future  Years 


Massachusetts'  1976  Consolidated  Construction  Program  in- 
cludes some  $200  million  in  highway  and  transit  construc- 
tion projects.  Award  of  contracts  for  those  projects  will 
lead  to  construction  that  will  exoand  and  improve  the  state's 
transportation  system,  triager  substantial  private  invest- 
ment, and  create  thousands  of  construction  jobs. 


NEXT  STEPS:   A. 


B. 


Monitor  and  manage  the  transoortation  comoonent 
of  the  1976  Consolidated  Construction  Program 
to  ensure  that  all  contracts  are  awarded  as 
exoedi tiously  as  oossible. 


Develop  a  steady  stre 
and  transit  construct 
or  increase  Massachus 
effort  in  this  area, 
special  attention  wil 
Boston's  Central  Arte 
public  works  project 
tory,  and  completing 
chusetts;  the  missina 
north  of  Springfield; 
128;  and  Route  25  sou 
transit  side,  emphasi 
corridor  improvements 


am  of  fundable  hiahway 
ion  projects  to  sustain 
tts '  current  level  of 
On  the  hiahway  side, 
1  be  given  to  depressing 
ry ,   potentially  the  largest 
in  Massachusetts'  his- 
1-190  in  Central  Massa- 
link  of  1-495;  1-391 
1-95  north  from  Route 
th  to  Cape  Cod.  On  the 
s  will  be  placed  on  major 
,  including:  extension 
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of  the  Red  Line  to  South  Braintree  and  the  con- 
struction of  the  South  Quincy  Red  Line  Station; 
extension  of  the  Red  Line  from  Harvard  Square 
to  Arlington  Heights;  a  variety  of  Southwest 
Corridor  projects,  including  rebuilding  of  the 
Orange  Line  to  Forest  Hills;  and  the  extension 
of  the  Blue  Line  to  Lynn.  The  state's  construc- 
tion program  in  transit  should  average  $150  mil- 
lion annually  over  the  next  five  years. 

C.  Work  with  NERCOM,  AMTRAK,  and  ConRail  to  en- 
sure that  roadbeds  for  railroads  in  Massachusetts 
and  throughout  New  England  are  reconstructed. 

D.  Lobby  the  Federal  Government  for  increased  levels 
of  transportation  funding  and  for  increased  flexi- 
bility in  expending  those  funds.  This  step  is 
essential  if  Massachusetts  is  to  have  the  money 

it  needs  to  construct  vitally  needed  hinhway 
and  transit  improvements  in  the  future. 

PRIORITY:  To  Increase  the  Amount  of  General  Cargo  Flowing  Through 
Massachusetts'  Port  Facilities  While  Developing  Those 
Facilities  to  Their  Maximum  Potential 

Every  ton  of  general  cargo  that  passes  through  a  Massachu- 
setts port  generates  between  $30-$70  in  direct  and  indirect 
revenues  for  that  port  and  the  surrounding  local  economy. 
A  significant  increase  in  the  amount  of  general  cargo  handled 
by  Massachusetts'  ports  will  lead  to  more  jobs  and  higher  in- 
comes for  the  state's  citizens.  It  also  will  lead  to  more 
productive  domestic  and  international  economic  relationships 
for  the  Commonwealth. 

NEXT  STEPS:  A.  Lobby  Washington  to  have  Boston's  rail  freiaht 

rates  for  containerized  cargo  equalized  with 
those  for  other  major  East  Coast  ports. 

B.  Lobby  Washi ngton  and  the  State  Department  in 
particular,  to  have  Boston  designated  as  a 
"favored  port,"  thereby  removing  a  significant 
impediment  to  Soviet  shipping  trade. 

C.  Secure  foreign  trade  zone  designations  for  the 
ports  of  Boston  and  New  Bedford. 

D.  Continue  to  emphasize  better  service  to  shippers 
through  MassPort  as  an  important  means  to  in- 
crease the  amount  of  general  carao  handled  by 
the  Port  o-F  Boston. 
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E.  Utilize  the  overseas  offices  of  MassPort  and 
NERCOM,  and  NERCOM's  World  Trade  Center  office 
to  attract  foreign  trade  and  investment  to  Mas- 
sachusetts. 

F.  Provide  technical  assistance  to  Massachusetts' 
Dorts  in  order  to  enable  them  to  determine  and 
secure  needed  physical  improvements  to  their 
harbors  and  related  facilities. 


AREAS 

PRIORITY:  To  Foster  the  Full  Realization  of  Growth  Opportunities  in 
Particularly  Suitable  Areas  Within  the  Commonwealth 

Massachusetts  contains  a  wide  variety  of  redevelopment  and 
new  development  opportunities.  Many  town  and  city  centers 
with  distinctive  features  are  ripe  for  revitalization  throuqh 
a  combination  of  public  and  private  investments.  Abandoned 
federal  military  installations  can  be  develoned  privately 
with  assistance  from  the  Government  Land  Bank.  The  under- 
utilized or  empty  industrial  mills  of  so  many  Massachusetts 
communities  provide  low-cost,  business  start-UP  possibilities. 
The  thousands  of  acres  of  industrially-zoned  land  across 
the  Commonwealth  and  the  fully  serviced  industrial  parks 
in  our  cities  and  towns  can  easily  accommodate  major  new 
industrial  expansions  for  years  to  come.  Coastal  communi- 
ties with  underutilized  port  facilities,  such  as  Gloucester 
Lynn,  New  Bedford,  Fall  River,  and  Boston  provide  exciting 
development  possibilities,  as  does  the  Southwest  Corridor 
of  Boston.  All  of  the  initiatives  of  this  program  will  en- 
courage development  either  directly  or  indirectly  in  these 
critical  growth  potential  areas.  Particular  steps  that 
also  can  be  taken  are  described  below. 

NEXT  STEPS:  A.  Complete  the  new  regulations  for  Chapter  121A 

Urban  Development  Corporations,  as  amended  in 
1975,  to  provide  for  more  flexibility  in  the 
financial  arrangements  and  kinds  of  redevelop- 
ment activity  undertaken.  This  attractive  ve- 
hicle for  urban  revitalization  should  be  pro- 
moted to  municipalities  and  the  private  de- 
velopment community. 
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INDUSTRIES 


B.  Flexibly  administer  and  coordinate  federal  and 
state  public  investment  proarams  for  roads, 
sewers,  parks,  and  housing  to  advance  sound 
local  development  plans  and  prooosals  that  will 
trigger  private  investment  and  substantially 
increase  local  economic  activity. 

C.  Press  for  oassage  of  proposed  amendments  to 
the  state's  Government  Land  Bank  to  give  it 
the  longer-term  financing  capability  that 
will  enable  it  to  assist  communities  more  sub- 
stantially in  their  base  conversion  oronrams. 

D.  Expedite  and  complete  state  public  investment 
programs  for  the  Lowell  Heritage  State  Park, 
the  state  transportation  building  for  Park 
Plaza,  the  Charlestown  Navy  Yard,  Revere  Beach, 
and  the  Southwest  Corridor,  as  well  as  in  many 
other  locations  throughout  the  Commonwealth. 

E.  Complete  the  statewide  growth  policy  develop- 
ment process,  as  mandated  by  Chapter  807  of 
the  Acts  of  1975,  through  submission  of  a  sum- 
mary on  local  attitudes  toward  growth  to  the 
Special  Commission  on  Growth,  the  Governor, 
and  the  Legislature. 


PRIORITY:  To  Encourage  the  Maximum  Growth  of  New  Jobs  in  Those  Industries 
which  are  Best  Able  to  Take  Advantage  of  Massachusetts'  Econo- 
mic Assets 

All  of  the  initiatives  advanced  in  this  nrogram  to  constrain 
the  costs  and  increase  the  convenience  of  doing  business  in 
Massachusetts  will  serve  to  encouraqe  the  creation  of  new 
jobs,  especially  in  those  industries  that  have  natural  growth 
potential.  State  government  cannot  create  these  new  jobs 
directly.   Instead,  it  must  proceed  by  fostering  an  improved 
general  climate  for  operating  businesses  and  undertaking  in- 
vestments. More  directly,  the  state  can  attract  new  cor- 
porate headquarters  and  encouraqe  the  expansion  of  technology 
and  natural  resource-based  industries,  as  well  as  the  ex- 
ploitation of  import-substitution  opportunities,  by  pursuing 
the  steps  set  forth  below. 
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NEXT  STEPS:  A.  Enact  a  loss  carry-forward  tax  provision  for  all 

new  and  expanding  companies  in  Massachusetts. 

B.  ImDlement  the  Capital  Formation  Task  Force  fi- 
nancing mechansims  that  receive  Gubernatorial 
and  legislative  approval. 

C.  Evaluate  the  cost-effectiveness  of  a  variety 
of  tax  incentive  proposals  for  such  new  growth 
potential  industries  as  solar  energy  and  fishina. 

D.  Continue  the  work  of  the  "200-Mile  Mork  Oroup" 
in  assessing  specific  ways  to  expand  the  Massa- 
chusetts fishing  industry. 

E.  Improve  the  capacity  of  state  government  to  iden- 
tify industrial  development  ODDortunities  and  to 
provide  information  and  assistance  to  prospective 
entrepreneurs  and  investors,  with  soecific  re- 
gard to  taking  advantage  of  import-substitution 
opportunities.  State  government  will  work  with 
private  sector  and  academic  economists  to  iden- 
tify those  products  that  are  heavily  imported 

to  Massachusetts  and  to  assess  the  opportunities 
for  local  production  of  these  products  and  the 
potential  consumer  savings  resulting  from  such 
local  production.  Most  important,  state  govern- 
ment will  distribute  this  information  and  provide 
follow-up  assistance  to  those  who  might  want  to 
take  advantage  of  these  import-substitution  op- 
portunities . 


LABOR 


PRIORITY:  To  Pursue  a  Comprehensive  Program  to  Accelerate  the  Imple- 
mentation of  a  Full  Array  of  Public  Sector  Construction 
Projects 

Through  improved  management  and  monitoring,  state  qovernment 
can  maximize  the  number  of  public  construction  projects  ini- 
tiated within  any  qiven  year.  This  is  a  worthwhile  objec- 
tive not  only  for  the  immediate  jobs  that  are  provided  for 
the  hard-pressed  construction  industry,  but  also  for  the 
spin-off  jobs  created  throughout  the  state's  economy  and 
for  the  private  investment  that  is  stimulated  through  pub- 
lic improvements  in  roads,  sewers,  parks,  and  housing. 
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Next  steps:  a.  Monitor  the  performance  of  all  state  agencies 

participating  in  the  1976  Accelerated  Construc- 
tion Program  to  ensure  that  they  keeo  pace  with 
the  commitments  made  in  January,  and  to  ensure 
that  at  least  S321  million  in  construction  con- 
tracts are  awarded  by  December  31  of  this  year. 
Public  reports  on  the  progress  made  by  each 
agency  will  be  submitted  monthly,  and  special 
attention  will  be  directed  to  the  expeditious 
review  of  all  applications  for  the  construction 
of  wastewater  treatment  facilities. 


PRIORITY:  To  Secure  Legislative  Approval  and  Quick  Implementation  of 
Proposed  Reforms  in  the  Unemployment  Insurance  Program 

The  proposed  reforms  are  aimed  at  restoring  solvency  to 
the  unemployment  insurance  fund  and  at  repaying  the  fund's 
debt  to  the  federal  government.  A  number  of  factors  have 
combined  to  cause  this  condition:  recent  high  unemploy- 
ment; a  taxable  wage  base  which  is  only  modestly  higher 
than  it  was  when  first  introduced  in  the  1930' s;  and  eli- 
gibility criteria  and  benefits  which  are  not  competitive 
with  those  of  other  states. 

Key  items  in  the  Governor's  proposal  are:  increase  the 
taxable  wage  base;  tighten  up  certain  criteria  where  we 
are  out  of  line  with  competing  states;  provide  a  greater 
degree  of  employer  merit- rating  within  the  tax  schedule; 
and  improve  the  administration  of  the  apoeals  process. 

NEXT  STEPS:  A.  Continue  to  work  with  the  Leaislature's  leader- 
ship and  the  Joint  Committee  on  Commerce  and 
Labor  to  get  the  full  bill  reoorted  out  favor- 
ably as  soon  as  possible. 

B.  Press  for  enactment  by  the  Legislature. 

C.  Implement  the  Act  through  the  Division  of 
Employment  Security. 
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PRIORITY:  To  Bring  About  a  Better  Match  Between  Training  Programs 
and  Reasonable  Projections  of  Job  Opportunities 

Every  year  millions  of  dollars  are  spent  on  a  variety  of 
manpower  training  programs.   It  is  vital  that  these  funds 
be  used  to  upgrade  the  skills  of  our  labor  force  for  good 
jobs  that  are  likely  to  be  made  available  by  the  state's 
employers.  Used  well,  these  funds  can  benefit  job  seekers, 
and  can  serve  to  encouraqe  job  expansion  in  the  Common- 
wealth by  offering  employers  a  skilled  and  hiohly  motivated 
labor  force.  This  objective  can  be  fulfilled  primarily 
through  better  management  of  trainina  programs  and  increased 
cooperation  with  prosoective  employers. 

NEXT  STEPS:  A.  Continue  to  improve  the  caoacity  of  the  State 

Mannower  Services  Council  to  coordinate  and 
manage  Massachusetts'  many  manpower  training 
programs.  This  includes  the  development  of  a 
close  and  effective  working  relationship  between 
the  CETA  program.  Vocational  Education  programs 
under  the  Executive  Office  of  Educational  Af- 
fairs, and  the  many  skill  centers  and  other  man- 
power training  efforts  throughout  the  public  and 
private  sectors. 

B.  Improve  coordination  between  the  State's  man- 
power training  programs,  the  job  referral  service 
of  the  State's  Division  of  Employment  Security, 
and  the  job  banks  of  other  New  England  states. 

C.  Expand  the  Customized  Manpower  Training  Program 
for  emoloyers  with  clearly  defined  skill  and  job 
requirements. 
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STATE  AND  LOCAL  GOVERNMENT 


PRIORITY:  To  Practice  Responsible  Fiscal  Management  Within  State 
Government 

The  financial  crisis  that  burdened  state  government  through- 
out 1975  was  precipitated  by  ooor  financial  manaqement  and 
over-soending  in  previous  years.  Having  weathered  that 
crisis  by  brinaing  state  programs  into  line  with  realistic 
revenue  projections,  Massachusetts  must  consolidate  its 
recent  gains  and  create  a  stable  state  fiscal  environment. 

NEXT  STEPS:  A.  Maintain  a  modest  budget  surplus  through  Fiscal 

Year  1976,  and  plan  for  a  third  consecutive 
surplus  in  FY  1978. 

B.  Using  the  agency-by-agency  imolementation  plans 
drawn  up  by  each  Cabinet  Secretary,  implement 
the  recommendations  of  the  Governor's  Manage- 
ment Task  Force. 

C.  Work  with  the  Governor's  Local  Government  Ad- 
visory Committee  to  formulate  necessary  admin- 
istrative and  legislative  initiatives  that  can 
be  taken  to  enhance  the  capacity  of  local  gov- 
ernment to  control  expenditures  and  practice 
responsible  fiscal  management  at  its  level. 


PRIORITY:  To  Stabilize  the  Overall  Tax  Burden  on  Individuals  and 
Businesses  in  Massachusetts 

The  most  notable  feature  of  Massachusetts'  current  system 
of  taxation  is  the  heavy  overall  burden  that  it  places  on 
individuals  and  businesses  in  the  Commonwealth  as  compared 
to  other  states.  Stabilizing  that  burden  will  help  to 
stabilize  the  cost  of  living  and  doing  business  in  Massachu- 
setts, a  key  step  toward  improving  the  condition  of  the 
state's  economy. 

NEXT  STEPS:  A.  Carefully  control  the  level  of  state  and  local 

government  expenditures  in  Tlassachusetts. 

B.  Work  to  develop  new  local  aid  formulae  that  will 
distribute  the  existing  property  tax  burden  more 
equitably. 
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C.  Press  for  fundamental  federal  reforms  includinq 
welfare  reform,  a  full  employment  program, 
nationalized  health  insurance,  and  a  basic  re- 
structuring of  federal  nrant-in-aid  proorams. 
Properly  executed,  these  reforms  would  result 
in  hundreds  of  millions  of  dollars  of  savinas 
for  state  qovernment  that  can  be  passed  along 
in  the  form  of  property  tax  relief. 

PRIORITY:  To  Streamline  the  State's  Development  Permitting  Process 

The  state  development  permitting  process  is  one  area  where 
government  regulation  directly  affects  not  only  the  quality 
of  economic  development  but  the  cost  and  convenience  as- 
sociated with  initiating  that  development  as  well.  Thus, 
there  is  a  dual  resnonsibility  to  protect  public  standards 
concerning  the  location  and  quality  of  economic  growth 
while  doing  everything  possible  to  ensure  that  legitimate 
development  opportunities  are  not  stifled.  Systematically 
streamlining  the  state's  development  permitting  process 
can  reduce  the  cost  and  improve  the  convenience  of  doing 
business  in  Massachusetts  without  compromising  established 
development  standards. 

NEXT  STEPS:  A.  Complete  an  administrative  overhaul  of  all  de- 
velopment permits  administered  by  the  Massachu- 
setts Department  of  Environmental  Quality  Engin- 
eering. Since  about  half  of  the  state's  de- 
velopment-related permits  dre   administered  by 
DEQE,  this  step  constitutes  a  substantial  effort 
toward  improving  the  state's  overall  permitting 
process.  DEQE  plans  to  produce  both  a  guide  to 
all  the  permits  within  this  domain  and  a  consoli- 
dated permit  application  that  should  simplify 
and  expedite  its  review  and  approval  proceedings 
considerably.  In  addition,  the  DEQE  overhaul 
will  produce  a  permit  trackinq  office  that  will 
monitor  and  manage  the  progress  of  all  the  per- 
mits that  it  is  handling. 

B.  Undertake  similar  administrative  overhauls  within 
other  state  agencies  with  significant  development 
permitting  responsibi lities. 

C.  Review  the  Massachusetts  Environmental  Policy 
Act  regulations  with  a  view  toward  establishing 
a  better  defined  scope  and  time-frame  for  the 
entire  MEPA  process.  The  intent  here  is  not  to 
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dilute  the  statutory  authority  of  MEPA  but  to 
provide  a  set  of  guidelines  that  will   enable 
prosoective  developers   to  fulfill   their  respon- 
sibilities  in  as  timely  and  inexpensive  a  manner 
as  possible. 

D.     Work  with  the  Governor's  Local   Government  Ad- 
visory Committee  to  determine  administrative 
and  legislative  initiatives  that  may  be  required 
to  streamline  the  development-permitting  process 
at  the  local   level . 


FEDERAL-STATE  RELATIONS 


PRIORITY:  To  Push  for  National  Full -Employment  and  Health  Insurance 
Programs,  and  for  Basic  Welfare  Reform  at  the  Federal  Level 

Massachusetts,  like  most  other  mature,  industrialized  states, 
is  plagued  by  high  public  sector  costs,  which  translate  into 
higher  costs  of  living  and  doing  business.  Currently,  Mas- 
sachusetts bears  the  financial  burden  of  oroviding  essen- 
tial human  services  for  the  basic  health,  welfare,  and  em- 
ployment needs  of  its  citizens.  The  federal  government, 
relying  as  it  does  on  a  progressive  income  tax,  is  far 
better  equipped  to  provide  for  these  basic  needs.   If 
national  full -employment  and  health  insurance  programs, 
and  fundamental  federal  welfare  reforms  were  enacted,  the 
cost  of  state  government  in  Massachusetts  would  be  reduced 
by  hundreds  of  millions  of  dollars.  Those  savings  then 
could  be  passed  along  in  the  form  of  property  tax  relief, 
a  step  that  would  stabilize  the  costs  of  living  and  doing 
business  in  the  Commonwealth. 

NEXT  STEPS:  A.  Press  for  full  emplovment  as  a  national  noal  and 

federal  responsibility.  A  combination  of  tools 
such  as  counter-cyclical  revenue  sharing,  labor- 
intensive  public  works  projects,  public  service 
employment,  and  the  targeting  of  federal  invest- 
ments toward  areas  of  chronically  high  unemploy- 
ment must  become  a  permanent  feature  of  federal 
economic  policy. 

B.  Press  for  a  national  health  insurance  program. 
Waste,  duplication,  inaccessibility,  and  uncon- 
trollable costs  are  all  characteristics  of  the 
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present  national  health  delivery  system.  With 
the  advent  of  a  national  health  insurance  pro- 
gram, these  problems  could  be  addressed  in  a 
concerted  fashion,  and  state  governments  could 
concentrate  on  effective  delivery  and  cost  con- 
trol systems  as  part  of  a  total  national  health 
effort. 

Press  for  fundamental  welfare  reform  at  the  fed- 
eral level.  Our  current  welfare  system  is  an 
administrative  nightmare  that  often  fails  to 
help  those  most  in  need  of  assistance.  Massa- 
chusetts must  support  a  simplified  system  of 
income  maintenance  that  does  not  penalize  the 
working  poor  and  that  requires  persons  on  wel- 
fare who  are  able  to  work  to  accept  appropriate 
jobs  or  job  training. 


PRIORITY:  To  Join  with  Other  New  England  States  in  Working  Toward 
Solutions  for  Common  Economic  Problems  and  in  Lobbving 
for  Federal  Policies  More  Responsive  to  the  Region's  Needs 

A  growing  recognition  among  New  England  states  that  they 
share  a  number  of  common  social  and  economic  problems  makes 
a  "regional"  approach  to  those  problems  both  necessary  and 
much  more  likely  than  it  has  been  in  past  years.  The  Gov- 
ernor, the  Lieutentant  Governor  and  his  Office  of  Federal- 
State  Relations,  the  Massachusetts  Congressional  delega- 
tion, and  their  analoqs  in  other  New  Enqland  states,  to- 
gether with  major  groups  such  as  NERCOM,  the  New  England 
Governor's  Council,  and  the  New  England  Congressional 
Caucus  are  the  basic  building  blocks  for  a  powerful  re- 
gional presence  in  a  New  England  coalition  that  will  ag- 
gressively pursue  the  region's  best  interests  at  all 
levels  of  government. 

NEXT  STEPS:  A.  Actively  resort  to  cooperative  regional  ap- 
proaches to  solving  the  problems  and  capi- 
talizing on  the  opportunities  presented  by: 

-  OCS  exploration  and  development 

-  the  proposed  New  Enqland  Capital 
Corporation 

-  the  NERCOM  foreign  trade  and  investment 
program 

-  the  proposed  Solar  Energy  Research 
Institute 
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-     a  New  England  reqional   office  for  the 
Energy  Research  and  Development  Agency. 

Develop  a  regional    plan  to  oush  for  the   re- 
structuring of  federal    orant-in-aid  programs   so 
that  Massachusetts   and  New  Ennland  receive  their 
fair  share  of  federal   funds. 

Follow-up  on  the  organizational   meetings  already 
held  by  the  Governors  of  the  New  England  States 
to  identify  specific  economic  development  issues 
that  can  be  addressed  jointly  through  a  unified 
regional   presence  in  Washinaton. 
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Implementation 


This  document  alone  will  do  little  to  advance  the  economy  unless  the 
complete  program  described  within  it  is  qiven  life  and  vitality  through 
the  day-to-day  activities  of  state  officials. 

In  the  planning  and  preparation  of  this  program,  much  has  been  learned 
about  what  a  state  can  do  to  overcome  obstacles  to  economic  growth.  Poli- 
cies guiding  many  separate  agencies  have  been  made  more  sensitive  to  the 
need  for  economic  growth.  Programs,  formerly  considered  separate  and  dis- 
tinct, have  been  reassessed  and  redirected  toward  the  overriding  objective 
of  promoting  economic  vitality  in  the  state.  A  better  sense  of  the  true 
nature  and  extent  of  the  state's  economic  problems  has  been  gained  by  state 
decision-makers  and  those  in  the  private  sector  who  worked  in  the  revision 
and  improvement  of  earlier  drafts  of  the  program.  And,  most  importantly, 
the  lines  of  communication  that  have  opened  up  between  those,  both  in  and 
out  of  government,  are  sure  to  lead  to  further  collaborative  efforts  to 
brina  about  a  healthier  state  economy. 

Responsibility  for  implementing  the  policies  and  orogram  recommenda- 
tions in  this  document,  in  the  final  analysis,  rests  with  many  different 
agencies  and  arms  of  state  government.  MassPort  must  win  approval  of 
favored  port  status  and  revision  of  the  inequitable  container  freight 
rates.  The  Department  of  Environmental  Quality  Engineering  must  succeed 
at  simplifying  its  permitting  procedures.  And,  the  State  Manpower  Services 
Council  must  upgrade  the  state's  manpower  training  programs.  In  the  area 
of  state  public  investments,  many  different  state  agencies  with  separate 
funding  programs  must  combine  their  resources  and  coordinate  with  implemen- 
tation in  a  manner  never  before  attempted.  But  the  extent  to  which  these 
responsibilities  are  carried  out  successfully  depends  on  the  quality  of 
management,  direction,  and  monitoring  provided  by  those  members  of  the 
Cabinet  with  ultimate  agency  authority. 

In  order  to  guarantee  that  sound  day-to-day  management  is  brought  to 
bear  on  all  participating  state  agencies,  and  in  order  to  maximize  the  pros- 
pects of  successfully  implementing  this  program,  the  Development  Cabinet 
was  organized  in  January.  Consisting  of  the  Lieutenant  Governor,  the  Secre- 
taries of  Economic  Affairs,  Environmental  Affairs,  Transportation,  Communi- 
ties and  Development,  and  Consumer  Affairs,  and  the  Director  of  State  Plan- 
ning, the  Development  Cabinet  meets  weekly  to  coordinate  the  implementation  of 
agreed-unon  policies,  programs,  and  projects.  This  new  decision-making 
framework  covers  the  full  spectrum  of  development-related  functions  in 
state  government. 
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The  imolementation  of  this  economic  development  oroqram  is   now  underway 
as  the  members  of  the  Development  Cabinet  work  together  to  ensure  that  the 
actions  of  all   development-related  agencies  are  mutually  supoortive  and 
conform  to  the  state's  objectives. 
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